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THE CHATRMAN : All right, Mr. Frawley. 
MR, FRAWLEY: Mr. Chairman and Mr. Commissioner, 
you will recall that I was about to leave the discussion of 
refining late yesterday afternoon and go to merketing when 
you asked me to give some thought to this proposition that 
there being no evidence except that of Dr. Brown with regard 
to the proper rate of return, whet was the position of the 
Commission in that respect. 

Now I have given some thought 
to that, I do not know that what I will have to say will 
be ea ereat deal of help but I just thought about it and I 
Seay tifeuly, thet there is not any concealing of my position, 
T @m strivine to strike at Dr. Brown's 13%. There is no 
question about that. I put it to the Commission very 
respectfully that the Commission is not sitting in Court. 
I think it is only €@circumstance, - and I think a very happy 
eircumstance, - that the Chairman is one of His Majesty's 
Judges but 1 do think there is a distinction, it.seems to me, 
as I think I have said before that this Commission need not 
have held one single sitting nor have sworn any one single 
witness. They might have gone about seeking to find the 
answers to the questions of His Honour without the assistance 
of a bit of sworn evidence but very, very properly, it was 
decided to pursue anotdsr course and to hear what witnesses 
said and so, having adopted that situation, I do frankly 
admit that we heve what Dr. Brown says and we have nothing to 
place against it and say as against Dr. Brown,”we have Mr. Jones 


saying, "Oh, no, in my opinion the proper rate of return is 11%", 


~ 
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. MIS ee bes st 
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m7 B53 
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or 9% or any other percent. 
MR. HARVIE: We have lir. Bronsden, I think, he 
is the only other witness who mentioned a rate other than pipe 
line matters and that is 15% over all. 
MR. FRAWLEY: | I hesitate to tell my learned 
friend that his Mr. Miller blandly told us that they were only 
looking for 5 or 6% on their service station investment. 

i think this is of more than passing 
importance. I gave you the page reference yesterday as to when 
Musiwilieriegevetne tous that this company of his only .soueht 


to find E\or.6%. 


MR. HARVIE: On one phase of the business. 
MR. FRAWLEY: Yes, .Guite, Ol ons  yery \ampontant 
phase of the business; certainly it has been put to us as 


being a very essential part of this compeny's business. 
However, there 1s that. WS dade, 
IT have set down all the evidence there is but frankly the 
question which the Chairman put to me is of a slightly 
different character, it is simply the evidence and opinion, 
whet is the proper rate of return, and I was at the point of 
saying I hed to admit that was the state of the evidence and 
furthermore just there, I think we are going to be agreed, 
Glivot us ,, the tyweswiLlinot, find anything in Dr. Frey's evidence 
specifically approving thet as the rate of return but I am also 
prepared to admit that inferentially and running through his 
evidence, that when Dr. Frey says he dces not think there is 
anything in these prices which should be changed by Government 
intervention, he is always saying he is not sure yet that "Q" 
has found its place in these grades, - that is certainly an 


inference I want to discuss with you some time later, - but 
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Dr. Frey, I think my friend, if hé were put to it, could say 
that perheps the effect of Dr. Frey's evidence, I was going 
to say the necessary effect of his evidence, when he says 

the re ie nothing wrong with these prices, with these prices, - 
because ell Dr. Frey says is there is nothing wrong with the 
differentials from an internal point of view, - mit ig the: 

@ complete bar to this Commission séying, “Well, wé just ave 
rot persuaded that this Industry shoud get 13%." Supposing 
Mr, Chairmen you were ittpressed at all with anything I said 
yesterdsy that the consumer in this province was as much 
entitled to enjoy a thoroughly competivive price as the 
consumers in the rest of vanede enjoy. assuming you felt ay 
@ll impressed by that kind of reasoning and you thoueht, yes, 
you héd some duty upon you to see to that, well then I think 
Dr. Brownts opinion tren must necessarily go. 

THe CHAT RIAN? whet figure did you say for thé 


rest of Cenads? 


MRse FRAWLEY: Def6% a6 it eppedrs on Bebipit "vis", 
TH? CHAIRMAN ¢ fhet is for ell Canada? 
MRe FRAWLIY 2 That is the all“Ganade picture 


amd as I said, yes, thet is right; that is the ail-Cenada 
picture cand that is efter @ careful texing out of the 
financial information of Imperial. the information whicao relates 


Solely to refining and merketing so thet we have there --- 


THE CHAT RMAN + Your Exhibit again is”? 
MR FRAWLEYS Tie Tehibit is "71S". Mrs ChaicHeny 


Tei bit 1s". 
Ts: CHAT RMAN s: Mre Frawley, I put to you what I 
put before, whether it be a Court or a Commission it seems to 


me to matter not but wiet is the prod.cive effect of the evidence 
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and how we are to act on the evidence, is thet not a matter 
for considerations Supposing it was a Doctor who Was the 
expert and he said that, "I find my patient hss diabetes and 
it is my opinion that he w'll require a certain quantity of 
insulin three times a week.*, would a Commission or a Board 
or a Court say, "Well 1 do not know, I have heard of other 
people who have lived without insulin. i am not goine to 
accept this now.", well, perhaps so, it is quite open to 
argument, I am not closing the doors, 

MR. FRAWLEY: No. 

THE CHAIRMAN: I am putting thet out as a sort 
of exaggerated case the other way. 

MR. FRAWLEY: Yes, end I am rash enough to say 
that it might, you sey thet it doesn't matter whether it is 

a Court or a Commission, now I do not went to minimize the 
importance jof this Commission, I associate myself with every- 
body and perhaps I should not in my position, it is a 
fact that this is 6 very important Commission end it is under- 
taking and it is discharging a very important duty and certainly 
we do not went any capricious opinion and these Commissioners 
would not give that kind of opinion in any event, but in a 
piece of litigation where there are issues involved, where 
there is directly before the Court the interest of litigants 
about to be determined and oerhaps finally resolved for good 
and all, but in this Commission the Lieutenant Governor is 


asking Tor 6n opinion --- 


TH CHAT RVAN : Mean LS FL eht. 
MR. FRAWLEY: Woon which it is supposed, other 


things being equal, he will act and act completely but they 
are Opinions for the consideration of the Lieutenant-Governor- 


in-CGouncil and I just wonder whether on that exactness of 
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Mere rene yw ave toe ; 


heaving to find it in a book, in the book, sworn evidence, 
supposing for instance, itr, Chairman, now perhaps this does 
not enswer the problem at all mt supposing you were walking 
down the street and you spoke to a friend of yours in whom 
you hed some confidence, thet would be assumed, and he gave 
you something which seemed to combset, and perhaps finally 
combet what Dr. Brown has said. Now 1 take it, I submit 
confidently that you would be in a position to inelude that 
Teo eco Oncol etore yy OU, (in coming tolean opinion 
for His Honour. 

THE CHAIRMAN: 1 “ould feel that I would be takine 
a tremendous risk, without heving the others, those whose 
jeerests were at stake, being allowed to examine thet man 
who talked to me. 

MR. FRAWLEY: Well then, thet comes back uyou 
see to the exactitude and fairness which hes surrounded this 
Commission but is 1% more than that, is it more then that, 
the Commission does not say, "Go out into a Court House and 
sit upon a Bench and swear witnesses", and so and so, the 
Commission simply says, "Find this evidence for His Honour." 
TH CHAIRMAN: buredy if 1% is entailer ¢o 

any respect it must be primarily beceuse it hes been fair 
and Wil Leontine 70 e080. 

MR. F RAWLAY: Well it would not be, of course, 
thet would not amount to unfairness, to diseuss it, to 
discuss the evidence with this man in the absence of my 
friends. Wow it is eminently feir and that is ell that 

has been done and I hope it will continue to be done, but 

T em getting down to answering the particuler problem which 


is before us now. 
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Dade SECOWLEY.: te Us 


THE CHATRMAN: Take that case I cited by way of 
illustration, what do you think of that, Mr. Frawley? 

MR. FRAWLEY: I would think in Court, I would 
think in Court that when it was a question of the probability of 
the life of that patient, with the demages which woud’ be 
attendant on the various probabilities of Life, he will then -- 
THE CHATRMAN: Take a Board, a Board of Compensation, 
the Compensation Board, let us get away from the atmosphere of 
the Court if you wish, it has to hand out compensation in 
accorcance with its findings. That is the one extreme. The 
other is the measurement of the quantum of damages which you 
put to us yesterday where juries are so frequently told that 

it is incapable of calculation with mathematicall exactness 

and so they must do the best they can. Now there are those 
two. 

MR. FRAWLEY: Certainly juries and for that 
matter Judges sitting as Judge and Jury, without being 
capricious at all --- 

THE CHAIRMAN: There is a quentum of damages, 

I say, Mr. Frawley, supposing there were ten opinions here, 
without rejecting at all the submission you are making now, 

I could see that it would perhaps more readily be accepted 

if you invited us to settle in, somewhere in between that 

range of opinion. 

MR. FRAWLEY: That would be a comparatively 
Simple task I think. 

THS CHAIRMAN: Yes, but where we haves but the 


one opinion, supported to the extent it is by Mr. Bronsden's 
evidence, and I think you have evidence from the Imperial 


about the rate of return. I think IL have a note of that 
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somewhere, from somebody, am I wrong about that, Mr. Nolan? 
MR. NOLAN: I have no note of that. 

THE CHAIRMAN: As to what they think is the 
proper rate of return on their money. I think very early 
on we had that evidence, do you remember that? 

MR. PLOTKINS: Pema. 0s. Deverel witnesses 
of the Imperial O11 mentioned that in connection with the 
refining end and in connection with marketing. I remember 
that, 

THE CH ATRMAN: Anyway Mr. Frawley, there is a 
very great differences Now, gentlemen, it is my memory 

in the course of my reading in connection with the pipe line 
decision Which we gave, that there is a decision of the 
Supreme Court of the United States bearing directly upon 
this, in which they reversed an opinion or a judgement of ea 
Board because it had, after rejecting the evidence of experts, 
IT forget now whether it was engineers or accountants or what, 
but a type of expert, that after rejecting the evidence of 
experts they had acted upon what they believed to be their 
own proper judgment in the matter, I do not say that it is 


germane but I do say that there is such a case because I have 


read it. 
MR. F RAWLEY: wonder, Mn. Cheatiuen “== 
THs CHAIRMAN: Ly -eould be found snd if 23 wes 


it would help us with our discussion, whether we recognize oar 
not that we are bound by that decision, it would be helpful. 
MR. NOLAN: Tt is in the memorandum I have 
prepared. Pibeve net wot it with me: but 2. can get 10 in} 
very few minutes. 

THE CHAIRMAN: would you, itr. Nolen, because f 


like to clean these things up as mach as we can, Mr. Frawley, 
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as we go along. If Mir. Nolan has it we can get it in a few 
seconds. You see I think the point you are now on is of very 
great importesence, 

MR. FRAWLEY: Oh, yes, you see and as I say --- 
THs CHAT RMAN: There is the submission that one 
would gather from what you have already said,which you will 
ultimately make, in connection with it. 

MR. FRAWLEY: Yes, I em putting 1t on the ground 
and in my view it takes it rather out of Dr. Brown because if 
WY wolcCMiesion,) (es) said pefcore, if my Sutriesion is to be 
accepted then J think it is consistent for you to say, “Well 
now that is the opinion of pr. Brown and there is nothing 
against that and we would have to act on that, 13% seems to 

be a fair rate of return.", mit if there is any force in what 
t.am suggesting, lst thet be the fair rate of return if you 
will, there would seem to be something, I say, "wrong" in a 
very, very broad sense of the word, seems to be something that 
needs to be corrected anyway, seems to be something that 

needs to be corrected, and all I am putting to you is big) Juss 
assume for the moment thet you were impressed with that 
argument, let us assume then, then what do you do, you are 
prevented as it were from giving effect to your views in that 
respect. 

THE CHAT AVM AN : Tt mignt help us in this: sense, 
and this is all for the purpose of bringing forward all 
arguments yea and nay, might it not help us in this sense that 
the true picture perhaps should be that Alberta should be lower 
and the other provinces higher so as to equalize it all, always 
having due regard to the scarcity of population which we have 


heard about and other considerations, of geography or matters 


nw * 
cme Wag eodey Bey aadat 2 yee 
ne ees ale 4 
4 
‘ i i ; 
% r D 
t “a2 ae , lay Sah 
PET AMA ft BE EE ee ONS yee ae | 
bist 2% ‘ Shy ate ‘ a J v : 
y ai ' 7 
~ ° ae r i” op li i os ~ i * i} | € 7 
; a a wii fai ee acne Ps is 4 a j Shes bs 
ne Bel ee are pie wath 
a sl - be Ag a 
‘ 7 r ( ‘ ls Lm : 
4 i. \ ory fy bee we ne i oe’ ATT la.) i ue a] 
<a Fae ae 29, Hy 
Saas ' P ak: 
} a. LW v5 “2 ie 
i ‘ 
i =e ree) pong) Y et ; 
- : ; 
2 
By Muy | e RR on Mast * a Vr? ) ] ' t 
Ay aces : fat 
3 i - 
ery : aed ea oe Sih "Ti LSS 
Oe oe Se Re a ee : : 
‘ q a A oo 
if ’ m i Fy 
a 
j 
é 
= 


ub 
Ti ih Ste Us ey bee BAN 
ru 0 i pees! 4 i 
+ * 
a y ii « , q r 
Gd he t ’ SU Ast Ped be K ite 5 fs yaw ; ‘ har “t (cea ore & 
i eb 4 eral Nee Reo ‘ hess 
oat x a ar. tt ‘en 
“4 f 4 yey a af +6 ( ——" » pe " vr me | 
i Mt ) boty oe OE a eee es 00 ay a. 
vie F re f 
{ cary B, : , ; i a lia aa 
iS, ¢ ’ oJ ‘ 3 ; 
eM 6) OES AIM Ob eer bie fen = toate. 
4 aa aes i a F 


] 
Teed ores iv 
5 i 
ie eke 2) ‘, iJ 
rhe a us 
‘' Lad sh a) a 
peer? tice ere SL 
Ss mere as / 
oe le a bs 


as 
0 Af 


‘Geka ey reat % 


“Tt “4 7 


Sy ff 288 eet ay oa mt 


‘ee, 4 Me 


rg re ye % : 
DOGMA Gis: LO tiliy ae Ce teen ee 
ashe a | - ; he 
sare 
¢ - MM Mort eee rae ne ‘ 
Bis * eas Be $5 ite 5 
ba a! = met 4 Pes ’ S ee hatd = oe 
R 5 int 
t & re i 
fy BE Oke BS Oo rw oe eR 
= ‘ wh ra 
i Me 4 , 


ie, 
it rau 


ay aa Ae an i Un 


vt hint aa, a8 2 i 


~ 17,260 - 


J. J. Traviley, K. Cy 


of a peculiarly local neture. 

MR. FRAWLSY: Of course, we have nothing --- 
THE CHAT RIMAN: We have not much to guideus about 
equalizing the thine. Lf is right that all canada should 
be the same, subject to those considerations which I mentioned, 
of population and so on, thenwe should have been considering 
the all-Canadian picture and we heve not. 

MR, FRAWLEY: Of course, I was thinking of that, 
Mr. Chairman, and that is why I said yesterday in rather an 
indirect way but only for the purposes of degling effectively 
with this very argument, because it was for the purpose of 
meking this argument that I sought to obtain from the company 
the all-Canade number 9 which I think would have been of 
great assistance to us. Well there was objection to that 
and the objection to it was given effect to by the Commission 
and that was rejected and the very thing you are now saying 
would then have been cleaned up bt nevertheless I hesitate 
to think it would have teken us into another inguiry, we 

just couldn't have done it, a lengthy inquiry into what is 
happening in Quebec and Nova Scotia, that is out of the 
question but it would heve been some help because, and then 

I am driven, driven, as I said yesterday, on the absence of 
that other being brought to the attention of this Commission, 
the attention of this Commission, we are told that prices 

in Nova Scotia are. unfair, but the company is very 
placid about what goes on in the rest of Canada even although 
it only shows 5.4 and they must have known that we would 
suggest that the rate of return is too high in this province 


compared with all Canada and to combat that suggestion 
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effectively they would have and I suggest they shoule have 

met it. They say there is cut-throat conditions,"we are 
losing money in these other provinces so don't hold that 
against us. ‘they should have met that but they did not, 

that was not met at all and it lodks like Alberta is providing 
the money in large part to pay the dividends of Imperial Oil 
which is all very well but I suggest if this competitive thine 
again that we have heerd so much about, competition, well I 

say that 1t does prove this end it is ussful for another 
argument which I will make, namely as to the necessity for a 
regulating board, competition has not worked effectively in 
this province end that there must be some urge and some 
stimulant and some helping up of the competitive forces in 

this provinee for the benefit of the consumer but frankly, 

and it is only subject to what the Supreme Court of the Unit-sd 
States says and what that may bring out, I do not know that 

I can add anything to what I have been saying but I would not, I 
uld not just like very much to contemplate that that would be 
the result because I want to give you, I want to strike a note 
of alarm right now, that there is no evidence at all, Mr. Chairman 
with regard to what is a fair rate of returm in Alberta, 

Dr. Brown is talking refining, unless you have something from 
the Imperial but we have not and Dr. Brown's kind of evidence --- 
MR. HARVI®: We have the evidence of Mr. Bronsden 
that it is 15% over the whole picture. 

MR. PLOTKINS: And we have the evidence of 

Mr. Meltaberger who was questioned quite closely as to what 

was a fair profit aid if L recall right, I think he said 

"the most you cen get" is the proper answer when you consider 


the competition because in Western Canada, - you are talkine 
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about the all-Canadian picture, - 5.6, yes, but in Hastern 
Ganeda you can get money considerably cheaper and conditions 
are more Sal The volume is not entirely dependent on 
crop conditions, so all those factors influence the rate of 
return, the same as when you take service station capital. 

You can get service station capital in the United States for 
3 or 4% but you cannot get it for putting into a refinery. 
MAJOR LIPSETT: Do you derive any argument at all, 
Mr. Frawley, from an examination of the rate of retum which 
the public is willing to accept in a company of this kind, 


Supposing, I do not know whet it is, but supposing it was on 


the market price of the shares? 


MR. FRAWLEY: Yes. 
MAJOR LIPSETT: Supposing the public was satisfied 


to teke 63%.. You are asking now for a rate of 13% say. 
Well does that in effect mean that if the public is satisfied 
with a rate of 63% that the balance there of 63% is needed to 
put beck into the business whem you accept the profit of 13%? 
MR. FRAWLEY: I think iir. Commissioner that that 
has been dealt with and I would like to read you just two 
short paragraphs as to what Mr. Tamer says about this, after 
analizing all these things: 

“As to the return end for the investor! --- 
THE CHAT RVAN: Tate 1S Ben ibit? 
MR. FRAWLEY: Pyhi pio 716 Pees es 

"as to the return earned for the investor in Imperial 

"Oil stock, this depends of course on what price the 

"stock is purchased at. In 1938 the stock sold as 

thigh as 19.5/8 and as low as 14.1/4, and earned 

coe per Suare.. 


Theat is 96 cents e share. 
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“Tf purchased at the high of 1915/8, the stock was 
“earning 4.89% on cost, wherees at the low cof 1441/4 
"earnings were 6.73% on cost. 
Ms Since 1935 extra dividends have 
"been paid, disbursements by way of dividends being 
"ereater than annual eamings, as the following figures 
"show: 
PRearoings per. shera 1956, 96 cents, 1957 98 cents, 
Pieeo woo cents, 1759 95 centis end LY54y95° cents: 
“Dividends and extras paid, 1938 $1.25, 1937 $1.25, 
U1 OSGeo cone les orGl..2o), L934 926 cents." 
Now that is as much as is said about that but that is what 
an analysis of the public earnings shows what the investor gets, 


which ranged in 1938, the investor ranged from 4.89% to 6.73%. 


Go to Page 173264 ) 
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MR. COMMISSIONH®R LIPSET?: I do not knov how it 
affects it, supposing you take that low, which is 6.73% , 
that is the highest return that tho public expected at 


ea) 


any time from the shares. Now if you give them that 
return and we were to accept the 13% argument, that means 
there is about 65% more that goes back into the business 
of this expected profit of 13% the following year. Is 
not that the way it works out? 

MR. FRALBY: Yes, that is quite right. 
You see, giving the best thought 1 can to what Dr. Brown 
says, is it not th:=t he is saying that 13% is ideal but 
nobody gets it. They get 5 or 4% in the United States of 
America, and this 5.46 eviderce you have just called my 
attention to, and these are the realities of life. And 
you are seying to me what should I tell a manwho is 
about to embark upon the refining industry in Alberta, 
let us say. That is one way of looking at it, I agree. 
But I am bothered about whether trat is the only way of 
Looking at it. He says that then any money that they - 
that they will go away down and in order to assure 
thomselves of something later, in order to guara against 
the three or four per cent, which he calls nothing, thoy 
must range higher than that. The objective what they 
must shoot at and what you as a publie Utilities Board 

or some kind of a regulatory body - not treating is as 

&@ pUblic utility - but whet is the purpose of this 
evidonce. Dr. Brown does not want any price fixing. 

He does not want any price fixing of eny sort or description. 
So ne is not talking about we sitting here as a Board to 
fix prices. But I say that these prices are too high 


because primarily they are higher than are paid in the 
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rest of Canada. They provide a rate of return that 

is so far in excess of what is the rate in the rest 

OF UCanAdar st,< 5 

MR. NOLAN: There is no evidence 
to show whet the rate of return is in any other Province 
in Canada, nor what that rate of return in the rest of 
Canada is based upon. All we are asking this Commission 
to do is to give us a fair rate of return on the used and 
useful assets in this Provines, in whieh are not included 
any such matters as unused service station properties. 

6 are not asking this Commission, by reason of what is 
happening somes piace Glise to give us anything in that 
wee» 

MR. FRALEY: Bven so, I say that 
this is the only Province in Canada where the Imperial 

is getting any rate of return. I challsnge my friend 
that his rate of return elsewhere does not in any way 
approach the rete of return in this *rovince. 

MR. WX OLAN: Mr. Fraviley is making 
use of our refusal to provide this statement, and he is 
using thé argument now whieh we were trying to prevent 
him from using by not putting him in possession of that 
statement. Because we knew what he woulu do. Now he 

is doing the very thing we were attempting to stop him 
from doing. 

MR. FRALEY: IT am certsinly dssirous 
of ealling to the attention of this Commission what the 
Imperial O11 is doing in this Provinee and I say it is 
about twice, and more than that, about three times ~ well 
it is about three times what they are’ doing in éll 


Ca nada. However, we have said al] we can about that 
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and I want to delay just as long as the Commission 


desires me to délay..... 


THE CHALIRMA N: well we have that case. 
MR. NOLAN: Lam not suré this is it. 


I romember that there was a case of MeCardlse v. Indianapolis 
water Company. It was a United Statcs Supreme Court case, 
and it was a judgment of Mr. Justice Butler's. In that case, 
Sir, the engineer for the City in his estimate of the value 
of the Sompany's plant included the then cost of reproduction 
less a deduction of approximately 25 per cent of estimated 
cost new to cover accrued depreciation. Mr. Justice Butler 
said: 
“The deduction was not based on an inspection of 
"the property. It was the result of a straight line 
“ealeulation based on age and the estimated or assumed 
"useful life of perishable elements. The commission's 
"roport indicates that the property iswell planned, 
"well maintained and efficient. Its chief engineer 
"“inspeGted it, and estimated its condition by giving 
"effect to results of the examination and to the age 


VOL the pPropervy. 


“The testimony of competent valuation engineers who 
"inspected the proyerty and made estimates in respect 

Nof its condition is to be preferred to mere calculations 
"based on averages and assumed probabilities. The 
"deduction made in the City's estimate cannot be 


"a pprovede : 


ls that the case you thcught of sir? 
THE CHAIR VAN: No, 2.00 sot thinkesoyg 


unless there is something more in the case. 
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MR. NOLAN: That is the only notie 

I have on it. Might I look again more thoroughly? And 
when I have found it I will mention it to Mr.Frawley. 

THE CHAIRMAN: What is the name of 
that case? 

VR .NOLAN: MceCardle v. Indianapolis 
Water Company, 1926, 27a United States Supreme Court at 
Page 400. Amd then there is another reference 71 Lawyer's 
Edition at Page 316. 

THE CHAT AMAN: I do not think that is 
the case unless there be language in the judgment..- the 
case I have in mind is, my memory of it is that the judgment 
of the Board was set aside on the ground that they had no 
right to aet upon their own views. 

ik. NOLAN: jas it mentioned in the 
interim Report, iir Chairma n? 

THE CHALR MAN: I do not remember, ir. 
Nolan. I just remember reading the case., I would not say 
no or yeS. 

MR. NOLAN: As Mr. Frawley says it 
is not likely it was in the Interim Report besause you 
were not really conéerned with this point at #hat time. 
THE CHAIR MAN: | No. 

WR. NOLAN: Well we Will have 
another look. 

THe CHAIRMAN: All right, thank you. 
MR. PRALSY: That is something we 


might come tack to. 


THE CHAIRMAN: Yes. 
MR. FRA’. LEY: In starting my discussion 


of marketing, I was giving you first, just for information 
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purposes and that is all, just running thr ough wha t 
marketers there are and I was beginning with the 

Imperial O11 and telling you what their operation was 

ang it iaight be just important to put on the record what the 
principal marketers are doing, or whst ell of them did 

and it is this. The Inperial Oil Limitec, its gallonage 
was 24,540,921 gallons. I wonder: if it would hot, be 

as well if I might read this into the record and the 


Reporter will have them all together. 


Percantage of 


Ga llonage tota, gallonage 
1. Imperial O11 Limited on OLU alee es 31.08% 
ae Brivis American OLl Com- 16,839,726 gals. 17.53% 
pany Limited , 
5. Texas Company of Canada BS, oo gale. 6.60% 
Limited 
4. North Star Oil Limited 5,057,200 cals. 6 41% 
5, Great Vest Distributors 4,745,815 gals. 6.01% 
Limited : 
6. Maple Leaf Petroleum 4,660,774 gals. 4.64% 
Limited 
7. Artie Oil Company 2 7555,170 cals. 2.95% 
Artie Oil Sales Limited 
8. Canadian Oil Company 2,296,049 gals. 2.91% 
Limited 7 
ee Union 011 Sompany of 2,045,094 gals. £0 S4% 
Canada Limited : 
LOd Gas and Oil Products 2,232,289 gals. A840 
Limited ; 
ll. Becker Oil Company Limited 2,192,555 gals. Be TB jo-0 
| Becker Refineries Limited 
12. Lion Oils Limited 1,663,533 gals. 2 011% 
foe Doll Relining Company 366,029 eats. 1.73% 
Limited 
Bell ,Distributors Limited 
14. Oughton Brothers 970,359 gels. 1.23% 
to. Alberta Hi-Way Refineries i 
Limited 548,174 gals. 069% 
16. H.M.Trimble and Sons 458,998 gals. °9 Gio 
L?. McColl Frontenac Oil z esi 
Company Limited . 454,485 gals. 908 jo 
All cther companioes 5,124,928 gals. 664950 


78,962,230 gals. 100.00% 


fede eae: cel nid aut re i ‘oe Wn 

old 4 wien tact oar 1 pe ‘ee Cae 

B EW i abner: yo, “ete ty gar wav ‘sh lee lis 

ae viie bo uk ed? te tah of Se > pated dee! we 4 
an god. te fE> AO WU oj ikon wae ery 


; if 
fay at: opt eis [he Pebtesr’, ar seth 


1 5 5 a a rr. 
nq com hfeee 22 “Lh stim? ‘Rises LT 9 LaRgf 
oe a m 7 > ital / sel gees hie = oY 
WE} CPR. 4. y= @ Saree ae ae 3 5 
fl ham Osos OLS oie Aa Dee ee a A 
: a ie Kee : Po Ss Fr ae 
Sars i i, } ; = = 
wiht te seal Se eee 
, r os : 
Fe ig oe 
aoe a 
eA: Spee nee or »f 
te , tne! DS Saas fad 
lees f os See eie Dd “ Aion Je ar h - 


x See. ie Re Oboe w tiie! (20 eaeedif ‘ae on 
ae ee eee PEL gabogonea, etd pat a Ee 


a | : Se ae es ijn! Him. a Ue 
iy os YY ar ares: 1 4 Ye } oa Ss brae ah ' ois ites Sieh ae se 


. hae 3 eee ; oy cb ei i eis 


cD tae Wr hes (0D On 4 Sorgen , 5 OE: ityeott Bes, 
; a a (Hak ewe the laa all “; bh of ae i he . . ‘tree 
) = + a ai 

ich 2 at Deal i Ce; - ee Ta, ne. 1) efbe: sae) eigen @ 
| 7 2 a as 
ie eri Sia Bue | with iaere mo id ‘pteok | 
/ 3) Saud ave 2. 2G aiPed, | 


: wp A s ay so gi ‘i re ds 4 2y ; t ( VE eiag a: 4 “i ‘puitwoai. 
ie Bays - \ Bad Cie 
rs iPhdes < $5 Me Ly ar ey Te é nea A oe ion 


Lyi Pre al lt 


AON ae Vlas Sea ye, | uit 


i XY, 
a 
* Po) oO . : ‘ eee zh, has ale ' | 
ay » 
rae on : - . Md b fi e ; 
dated gad Ag ENS VEE, 
# ; 
bad toi 
’ + at 


ane 


Lehi : nai ae 


6 “17,269- 


J. ds Frawley; KiGs 


That is the 1939 
picture. [I just might tell you how the companics are 
going in nineteen thirty..c.oue 
MR. COMMISSIONER LIPSHYT: You mean that is the 
19388 picture? 
MR. FRAWLEY: That is the 1938 pieture. 
I might just stop for a moment and tell you how the 


~ 


companies sre showing in 1949, only reading you the percen- 


we) 


or 


tages for the first nine months of 1939. The Imperial Oil 
Comp ny ~ well that is not very good because that ie not 
broken dain the way this is. Wo, I cannot give you anything 
comparable so it perhaps would not help. I can tell you 
wheat the Imperial Oil Companyie Refinery gallonage is, 

but that_is not marketing. As I say i hope that before 
the Commission is finished that thers will be information 
of this kind preyared so thet you will ss6 exactly how 

the companies did in 1989 compared with 19458. It might 
help in many ways. 

THE CHAIRMAN: Might I interrupt you? 
Mr. Harvie, you spok» of Mrs Bronsdon seying 15%. I 
suppose Counsel will go to the troubis of gotting us tne 
pages where gnyone other than those Mr. Frawley has 
referred to have svoken on the subject of the rate of 
return. 

MR. HARVIS: L have it now. It is 
poteenipys “A27D", Page ale 

THE CHAIRMAN: I am sorry, Mr. Frawley. 
Mr. Nolan, if your clients have spoken on that subject 
Iwill be glad to know where they have done so. 

MR. NOLAN: YesSe 


MRe FRAVLEY: Whst Mz, Bronsdon says 


pit : My oni eae * 


l= 
7 
oe ds. LTAWLSY, 50. 

onl year aig 9 he 


was this. If you would lik« to have it. It is the last 
paragraph of this particular brief. 
"Having in mind the foregoing," - that is costs and 
the risks of the industry - 
"Having in mind the foreguing, it is submitted 
"that the risks involved justify a high rate of 
"return as compared with industry as a whole and 
"it is considered that a return of 15%.on capital 
"employed in the oil industry, as a minimum, is 


"reasong blee n 


It is certainly 
unfortunate the American industry does not show anyth ing 
like that. 

MR. NOLAN: Yese Now in connection 
with that I want to mention before I forget that yesterday 
Mri Frawley said this.was the considered judgment of br. 


Brown when he referred to the American rate of return of 


3 or 4%. 

MRe FRALEY: I said it was a considered 
judgment? 

WR. NOLAN: Yes. The words that 


Dr. Brown used in referring to the American rate of return 
were "I am under the impression that the average rate of 
TOVUTOOLS ss. 

MR. FPRAVLIY: I quoted those very 
words I think, not once but to or three times, to the 
Commission. I cannot make it into anything more than 

the witness says. If I did use the vord "considered", 

it surely was an inadvertence. Now there is Hxhibit 
"680" and I need do no more than mention it to the 


Gommission. If the Gommission wants to know anything 
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about any of these marketers, what their facilities are 
at any point in the Provines, this Exhibit has a list of 
all the places where the companies operate outlets. It 
shows the kind of outlet, whether it is vertical tankage 
or underground tankage; warehouse facilities; shows in 
the ease of the tankage what the capacity of the tanks 
are and the number of tanks and So on. Now, in connection 
with the Imperial I want to call your attention to what 
Mr. Cottle says in Volume 13°, Page 14,506, where Mr. 
Cottle gave - not only for the Imperial but on that, page 
and ¢eme of those following pages he gave the market ing 
expense of the companies. He gave the markéting expense 
of the Imperial as 4.511 cents per gallon. Nov he 
described that and my note is that that figure is "that 
is the total marketing expense divided by the total 
gallons of white goods. I1t is not the cost of marketing 
per gallon of white goods because it includes the cost 
of marketing lubricating oils, tires, ete. Its significance 
is @éntirely confined to its usefulness as a guide in 
comparing the various companies." And I intend to read 
what Mr.Cottle says on these pages because for the next 
dozen or so pages he gives the figures for all of tho 
companies. He refers to the imperial in Volume 1350 

at Page 14,506. The British American Company with the 
gallcnage that I have listed and the percentage of the 
whole in 1938, did not refine, it marketed. The 19388 
refining was in a state of flux. There was no satis- 
factory evidence of its refining operstions so it is 
impossible to tie in refining to marketing. Therefore, 
there has been no chence of analysis of its refining 


operation and it cannot, as the Imperial did, relate its 
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marketing back to a definite refinery figures ‘hen I use 
the word "flux" there, so there will be no misunderstandi ng 
about that, it is merely meant thst the Bell Gompany, one 
of the British American pisidia ries. was refining part 
time ana the Coutts plant was refining part time, and the 
Calgary Refining was done on a custom basis. The marketing 
costs of the British American on the basis that I 
indicated, was 4.796 cents. Now that statement of Mrs 
ovules 28 in Volume 130, at Paes 14,507. 

The Texas Company with 
its gallonage of 5,211,753 gallons, or 6.60% of the total; 
that company does no refining in Alberta. Its leaded 
gasolines are imported for itself and other jobbers, the 
third structure is bought locally. Exhibit’ "60" wi a 
give the Commission the extent of its distribution. We 
do not aceopt the refinery purchase figure of the Texas 
Company, which it has #iven us, and whieh has been so 
stressed in the evidence by the Texas Company in its 
submission. “6 do not accept that figure of 6% cents 
refinery purchase price, beeause the Profit end Loss 
Statement for the Company in this Province indicates 
very clearly that the refinery costs must be investigated. 
In other words, without becoming at all unparliamentary 
about it, we simply reject completely that figure of oo 
cents as being the figure which, by itself, correctly 
deseribed to this Commission thse Texas operetion, The 
Texas marketing operation is losing money. sie say, 
therefore, that before this Commission can come to any 
Opinion as to whether cr not it is pmper to start the 
Texas Company off with the price of 6% cents in this 


Province, or 7% cents Imperial gallons, that we must 


: be 
s * 


wy te 


4 = 


spat ey ad 


Nok Lay FS ne + 
1 hy cy, ; 
, ar Tae ae * - x 
haat aes - 4 ; 
‘ ae i Woah 


a1 
LO 


Jods. Frawley, KC. oa (eld Ps ce 


investigate the refining costs. jie were willing te dc 

that. We were willing to go to all the trouble of 

exploring these costs for the benefit of the Commission 

but the eosts were refused. Nothing could be dome about 
that because the Texas Company's costs were beyond the 
jurisdiction of this Commission. What I am saying is, 

it is more obvious from the fact that we know that the 

Texas Company can purchase its recuirements in this Province 
from Alberts refineries at from ac to 3 cents less. That 

is just an addee reason why we reject the contention, and 

I respectfully submit that this Commission should completely 
reject the contention of the Texas Company, because the 
record does not extend beyond the invoice price of Te 

cents per Imperial gallon, at which the Texas Company 
brings its products into this Province. 

Its marketing expense 
wes 6.188 cents and that stat ment is made by Mr. Cottle 
at Volume 120, page 14,509. 

The North Star Oil 
Comp ny has a gallonage of 5,057,960 gallons. 

THE CHAIRMAN: Will you give us the 
Texas Company costs of marke ting? 

MR. FRALEY: The marketing expense 
on that basis, as Mr. Cottle says, 6.188 cents. The 
North Star Oil Company enjoyasd 6.41% of the business, 
just behind the Texas Company by a Gecinal point. ft is 
a jobber from the Imperial. It conduct: its operations 
throughout Manitoba, Saskatchewan and Alberta. Its 
accounts are not segregated from those of the accounts 
of the other Provinces, and so it was impossible for 


Mr. Cottle to come to any conclusion as to the profit 
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performances here. Therefcre, we had to reject the North 
Star's performande as any guide to the marketing expense 
for the purpose of this Commission. 

The Great West Distri- 
butors enjoyed 6-O0lj% of the gallonage. It is a jobber 
from the British American Company. Its marketing axpense 
as caloulated by Mr. Cottle is 5.39 cents. This statement 
is made by Mr.Cottle in Volume 180 at page 14,510. 

MR. COTTLEG You did not read the 
gallonage. 


MR. FRASLEY: io, hot the gallonage. 


I had already given the gallonage. It was 4,745,815. 
There was no segregation by this Company of its accounts 
by products, and it was therefore impossible to say 
what Would be realized from gasoline as distinct from 
What was realized from lubricating oils ana tires or 


anything else. So for that reason Mz .fottle was compelled 

to reject it as being any usoful guide to this Gommission. 
The Maple Leaf Petroleum 

hati a gallonage of 3,660,774 gellons, and enjoyed 4.64% 

of the gallonage. It was a jobber from its parent 

company, the Imperial Oil. My submission is, borne out 

by the evidence, that it is not possible to know the cost 

aed profit eet Cee: because of the nature of this 

Company's relations with the United Farmers of Alberta. 

Because of the Hasire or the financial responsibility 

and the financial participation by the two companies 

in the business of Maple Leaf Petroleum. And therefora, 

for our purposes of endeavour, to closely and as 

scientifically as we can arrive at the cost of marketing, 


we cannot take the Maple Lenf operation. As a matter 
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of fact there is a rether peculiar division of business 
in the Maple Leaf. Only in the two cities of Calgary 
and Edmonton does it operate eny retail business, or 
does it own any retail facilities. Hlsewhere throughout 
the Province the operation is performed partly by Maple 
Leet and partly by the U.F.A. 

Canadian Oil Companies 
Limited had a galionage of 2,296,549 gallons. 
MR. COMMISIONiR LIPSETT: Ars you passing up 
AeCLCo O11 3 
MRe FRA' LEY: Yes,;.L at. dneihis 
Iam simply taking those companies which MrCottle 
looked at. You remember we did not take all the compnies. 
I think I can say that with respect to the companies we 
did not look at very closely, that they would not, any 
more than the compa nies I am now discussing,be of any 
assistance to the Commission in this respect. 

Canadian Oil Company 
Limited. They had a gallonage of 4,296,049 gallons, or 
2.91% of the business. That Company is a jobber from 
the Imperial Oil. Its marketing expense was 5.15 cents, 
So Mr.Cottle seys in Volume 140, Page 14,509. ‘shat we 
say about that Company, in rejecting it from consideration, 
the kind of consideretion we must enter upon here, is 
that-the operation is small. It has 4 small volume. 
The operation is orthodox but it is not typical because 
thers are not many service ststions. There is no 
normal serviee station ownership as there is with other 
companies. Ite operation is largely rural. Ana hr. 
Cottle discusses that. I will give you the reference 


to that. Mr. Gottle discusses that it is necessary in 
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the ond to take the Imperial Oil. That is what T am 
leading up to thst the Commission, has no aN toe ne es 
but to take the tarketing operation of the Imperial Oil 
and I am only running through these companies for the 
purpose of indicating why we cannot take them for this 
particular purpose. 

The. Union Oil Company 
of Canada had a gallonage of 2,245,594 gallons, and had 
ae84% of the business. It is a jobber from Imperial. 


Its marketing expense is 7.74 cents, so it appears from 


iY) 


What tir.Cottle seys in Voiume 130, at Page 14,510. Its 


( 


volume is small but it has not enough ecuntry business to 
be typical. It is the opposite of the Canadian Oil 
Company. The Canadian Oil Company has 6 verv Small 
Service station operation and has a large rural business. 
The Union Oil Company is the opposite. Its cost, in any 
event, is out of all proportion to all other companies 
With a small gallonage. 

Gas & Oil Products 
Limited had a gallonage of 2,242,289 gallons, or 2.84% 
of the business. That Company is fully integrated from 
production to marketing, to retail marketing. It is 
not typical, and the cost figures are nct particularly 
useful. The operation is not uniform. The marketing 
process is not alWays carried to its normal ccnalusion 
of a tank waggon sale. In the industry as we know it 
in this Provinee, the nomaj operation is to carry the 
marketing process through to 9 tank waggon sale. Gas 
é& Oil Produets do not do tha t, as was tade clear in 
the evidence. They have a variety of departures and 


exceptions from the nornel tank waggon sele. It is, 
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therefore, impossible to forma satisfactory conclusion 

of the marketing with respeet to the extent of the marketing 
spread or the marketing costs which are comparable to the 
costs of a company performing a normal operation. 

The Becker Oil Company 
enjoyed a gallonage of 2,192,355 gallons, or 2.78% of the 
business. It performs a variety of marketing operations. 
Its aecounts are all recorded in one set of acununts 
and it is not possible with no segregation to arrive at 
the cost of the normal complete operation from refinery 
door to tank waggon. That, of course, is what we are 
striving to know. ‘se must placs before the Commission 
a complete operation in the marketing from the refinery 
door to the tank waggon, and to the pump. In any 
event the tank waggon as far as there wholesalers, of 
course, are concerned.» We find the Becker Cil “Company 
does nor assist us in that Bespect. 

The Lion Oil Company 
doss not assist us either. They had a gallonage of 
1,665,535 gallons, which was 4.1i‘o of the total 
gallonage. That company hes no owned production. 

It refines and markets by wholesaie and markets by 
retail. It also performs a vericty of marketing 
operations. Their performance is all recorded in one 
set of accounts so that it was not possible, with no 
segregation, to arrive at the cost of the mnorml 


compl ete operation, refhagery door to tank Waggone 
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Now I am not being mise 
under stood about that. Everything which I have said 
is not in the slightest sense critical. I simply say 
to endeavor to arrive at the besis of marketing costs 
we must place before the Commission a record of the 
complete operation. Now in Volume 130 ate--+ 
MR. PLOTKINS: ur. Frawley, we did 
give you a complete break-down and we certainly went 
to a lot of expense to make it comparable and you have 
that to deal with. 

Min». COTTLE: You have a complete 
break-down of seles of products but the analysis of 
your marketing expense is the expense of conducting 

@ variety of marketing operatiuns, not all of which by 
any means are complete tank waggon deliveries such as 
the normal marketing operation, which we are examining; 
much of your business is delivering to trucker dealers 
at your plant which is not the tank waggon price; that 
delivery operation is made to people to whom you sell, 
so it is impossible to say what your marketing expense 
ip and say that that is a normal marketing expense of 
the tank waggon distribution, and that is what ir. 
Frawley is saying. 

MRe PLOTEINS: wre Chairmen, we have 
actually given a break-down of the marketing expense 
and I beg to differ to this extent that it is true we 
did not market tank waggon on 100% basis but we do 
market on a tank waggon basis on the three distribut- 
ing points and the fact that a man comes to the dis- 


tributing point and chooses to take it 100 miles away, 
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he still pays the tank waggon price at our distribut- 
ing point and saya figures which I submitted in my 
argument are based on this astra which we went to 
the trouble ourselves to get and they are comparable 

to the Imperial Oil's. They certainly gave an index. 
WAJOR LIPSETT: Have you given us the 
figure, tir. Plotkins, of what your marketing cost. is 

per gallon? 

MR. PLOTKING: yes, we. went te.-a com~ 
plete break-down: of marketing costs. The-only dif- 
ference and the cnly point that an accountant eould 

take up and it would apply equally to the Impsrial, 
would be that there was an arbitrary allocation of total 
pone caer expenses, total marketing expenses, as 
between the refinery product and the tires and tubes and 
lubricating oils and so forth but the same thing applies 
to the Imperial Oil. 

MAJOR LIPSEDT: vo you happen to remember 
What the figure was you arrived at? 

WR. PLOTKINS: In my evidenee I cannot 
say but I think it was around 2z¢ or something like that. 
T remember the Aina oenean figure of the Wmperial Oil, 
after eliminating a lot of extraneous matter, was 5.559. 
The present figure I under stand that Mr. Frawley in- 
G@ludes, it is just an arbitrary division of the total 
cost of marketing into the total volume and does not 
segregate the Imperiel Oil's or any other extraneous 
matters, so that if the percentage of lubricating oils 
from one company to another varies, then the picture 


you are presenting is disturbed. 
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MR. FRAWLEY: I think it would be a 
much more intelligent discussion if I first read 
what ire Cottle has tO say because I think we are 
talking at cross-purposes. There is no doubt of the 
extent of the nperation we have from these companies 
and I for one want to pay tribute to them for having 
gone to a considerable expense and trouble to give us 
this but all I am concerned about is to present to 
this Commission what it costs to market a gallon of 
gascline as we know it here and now hir. Cottle has 
given as his reason, and he sets it out in this part 
Creu ie eranscripy:, and if 1 cotld. read this 
transcript and after I have read it, if it is not 
clear to the interested parties why he did it, then 
we will heer from them. 
Wr Cottle says this at 

page 14,441, of Volume 130: 

"A. AS Dr. Frey has indicated I propose to 

A present a entice summary of the fin- 

" eneial performance of the marketing phase 

" of the industry in relation to prices. 

n ‘p Summary of this kind 

" would seem to require a consolidation of all 

of the financial astatements of all of the 

n people engaged in the marketing phase of 

A the Industry. This I have found to be im- 

. possible, however, firstly because of the 

i lack of uniformity in the classification 


My of accounts of the various companies in- 
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"volved; even if there were a uniform classifi- 
"eation of accounts, however, the operations 
"themselves of the various companies are so dis- 
"Similar that no classification, no. single 
"“class:fication of account would reflect the 
"performance of each of the marketers; for in- 
"stance, I do not know how one could consolidate 
"the operations of say Trimble who markets 
"gasoline from montana and delivers direct ly 
"from the importing truck to customers, with 
"the operetions of say Becker who operates 
"salaried service stations." 

One of Mr. Becker's. 
“Wioreover the accounts are not available in 
"great detail from some of these companies. 
"The North Star, for instance, is a rather 
"large marketer and that company does not at- 
"tempt to segregate the accounting for its op- 
“erations in Alberta es distinct from its en~« 
"tire operations in the three prairie prov- 
"inees and no consolidation would be complete 
“without the figures for that company. wore- 
"over I think the result of such a consolidation 
"would he misleading. 
i Agein what benefit would 
"he derived from adding the performance of Trimble 
"to that of Becker when their operations ure so 
“dissimilar; not only that we have operators; we 
“have marketers at. least, who do not carry the 


"distribution process to its normal conclusion. 
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"We have deliveries to farmer dealers for in- 
"stance at refinery depots; the trucker- 
"dealer completes the operation and the com-~ 
"plete picture of the operation cannot be hed 
Nin respect of those distributors without hav- 
"ing the figures and the financial statements 
"from the operator dealers and those we do not 
"have.' 

Now whether Mr. Cottle is right or wrong, at leest he 

is making himself plain to me. 
" I have chosen, there- 
"fore, the method of selecting a representative 
"and typical marketer and examining that 
"marketer's performance in same detail and then 
“relating that performance to ths performance 
“of the other marketers. Now in choosing a 
“marketer who is typical it is necessary to 
"select one who serves a wide area; a marketer 
"who serves only a selectedad area, for instance 
"the marketer Mr. Trimble, is not typical. It 
“is also necessary tu select a marketer who has 
"Ne normal proportion of volume of various prod~ 
“ucts. We heve at Least one marketer who has @ 
"large proportion of lubricating oil business 
Yand that marketer for that reason is not typ- 

ical.' 

That happens to be the Great West Distributors. 

Mi. COTTLE: No. 

MR. FRAWLEY: No, the McColl-Frontenac. 


"Tt seems also essential thet the typical 
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"marketer have a sufficiently large volume to 
“have a normal operation. 

i Now there are several 
"marketers who fit this classification. The 
"North Star, for instance, is one. We have not 
“sufficient detail of the operations of the 
"North Star in the PreVinee of Alberta to use 
"that company ag a typical marketcr.. The BeAe 
"is a typical marketer but unfortunately the 
"British American was in e state of. flux in 
"connection with its supply during the year 
"1958 and therefore, a complete picture from 
"refining to ultimate distribution is not aveil- 
“able for the British American. 

3 This leaves the Imperial 
"Yes the only marketer in respect to which we 
"have sufficient information to make a detailed 
Yanalysise Imperial has the largest gallonage, 
“serves in the widest area and has, I believe, 
"the most typical performance and I say "typical" 
"in relation to the industry as a wholee There- 
"fore, I have chosen the Imperial as the example 
"of marketing as a whole and will deal with that 
"company in some detail and draw such compar- 
Wisous as ji. Pind advisable with the operations 
“of the other marketers. 

"QO. THE CHATRWAN; cover have given reasons 
uu for excluding the North Star and the british 
* American, what about the other two refiner- 


hi ies, the two local refineries? 
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"A. I am speaxing now, sir,of marketing, and the 
a marketing departments of Gas and Oil Prod- 
" ucts and Lion Oils are not typical for two 
" reasons; one is that they do not serve a 
n wide area, at least a sufficiently wide area 
" to be typical of the province as a whole and 
Mg secondly, they do not always carry the op- 
iM erations to its normel, notice I did not say 
DuOver wl say “normal” conclvision. eeouneo. 
z those companies deliver to trucker-dealers and 
i much of the ultimate distribution is done by 
B people of that kind, whereas the normal op= 
" eration is to deliver tc customers, cither 
to farmers, or to dealers. 

"Q@. It is just to have it on the record? 

"A. Yes. 

"Q. Very well?" 
And then he began to talk about the Imperial. Wow that 
is our justification for taking Imperial Oil and giving 
it to the Commission in great detail. We say that the 
Commission is charged with finding out what it costs to 
market gasoline in thia Province, in Grande Frairie, 
in Coutts, in kocky itountain House, in Provost, all 
over, to serve the whole Province and we heve I think, 
well Mr. Cottle tells 1s, that we had perhaps three of 
four, that we could take end examine in a wey, that 
would help this Commission, the Imperial and the 
British American, but that was out because of the pec- 
uliar state of that company for that year; the North 


Star, out again because of the fact that their accounts 
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are not what we wanted, so we took the Imperial, not 
because we loved the Imperial---- 

une HARVIis: Perhaps, it was:a pec- 
uliar year for all our companies possibly and it may 
not be a fair year. 

whe FRAWLEY: Ferheps we should just 
start all over again. 

MA. HARVI«: Start where we did start. 
mike FRAWLEY: vO that is the answer, so 
we meant no affront to anybody and then of course the 
task would have been superhuman and not paying too much 
attention to that because whet you would have---- 

Hi CHA ThtwaN: I think we could pay a 
good deal of attention to what is superhuman. 

Mio FRAWLEY: Yes, thet almost seemed 
to sound as though I was seeking to attack it even al- 
though it wes superhuman, perhsps I think that must be 
whet I have done, probably, tried something which was 
superhuman. 

Now that is a general re- 
view of the manufacturers and now we are going to re- 
view in same deteil the Imperial's profit performance 
end meke e submission. 

Now the Imperial Oil 
Company's marketing experience is contained in e mem 
orendum which I have prepared showing themarket ing 
spread which simply lists the item, and shows the 
marke ting spread and I think it would be of some value 
to put down in the record at one place a note of these 
ixhibits, and state very briefly what they show. 

we start with Exhibit "281", 
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that is a financial statement and shows income and ex- 
pense in the Provinge of Alberta with regard ‘+o every- 
thing sold in the Province of Alberta, wherever it was 
refined; in other words, the harvelube came from Sarnia, 
it was marketed in thie Province aud e portion cf the 
marketing expense of marketing Marvelube appears in 
Exhibit “2ei", just as much as does the cost of market- 
ing Three Star Gasoline. 

The next Exhibit, is 
Exhibit "282" and that is the company's form 83409, 
that is a very detailed analysis into the thousand and 
one sub-divisions of the marketing expense of the com- 
pany. 

The Next 18 xpi pin seus 
that is a statement which replaces Schedule & of 
ixhibit "281" and thet is merely a revised statement 
Showing in detail the marketing cost totalling 
g#1,0°5,448.90. 

ixhivit "301" is a break- 
down of Kxhibit "Z00", the last uxhibit, and it is 
merely to show in e little different form some of these 
marketing costs, I mean exposing them, getting them 
out, spreading them out for more ready examination. 

The next txhibit is 
Exhibit "307" and that is a break-down of one item in 
Exhibit "300", namely, general administration which 
totals £89,233.28. 

The next txhibit is "Zoe" 

that we talked about yesterday, its use 9» Lineonnect= 


ion with marketing is that it shows the vaiues used in 
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arriving at jobber's realization. 

Exh LbatyeSlae wuts uSts 
W616" and "217" must be kept in mind in discussing 
marketing. ‘Those are Mire Halverson's briefs. 

THE CEATRMANS: hat are the numbers of 
those briefs again. 

MRo FRAWLEY: mn os INGA a ae 
eo Pond ese 744, 

Exhibit "Se4"o1s. just! a 
reconciliation of an item in Exhibit "ZO1", general 
administration, the pxhibit I just read you is some= 
thing which was vequired later after the original 
Lxhibit was produced. 

uxhibit "325" is the same 
kind of reconciliation gsxhibit, it is a reconsiliation 
of another item, "jobber's expense" in Sxhibit "301". 

wxhibit "626" is a market- 
ing spread statement but that is now superseded by 
Pee bat Gob" 
whe NOLAN: nd the Commission need not 
Poomeat Exhibit "626". 
WR» FRAWLEY: that is true but I am liste 
ing all of the #xhibits which in any way bear upon it. 

exhibit "327" shows 
capital employed in marketing; that also has now been 
replaced by Lxhibit "560". 

The next Exhibit is "573"; 
that is a reconciliation of administration in Exhibit 
BOOLY 5 

Exhibit "574" is a recon-= 


cilietion of jobber's expense in Exhibit "ZOl". 
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Exhibit "580" replaces 
ixhibit "327", that is the capital employed in marketing 


[eile Province and thet is $6,944,746.41. 


The next Exhibit is "655" 
and that is a spread statement on marketing; it replaces 
Exhibit "426" on account of an error; that Exhibit "655" 
Shows tank waggon realization on the one hand and cost 
at the refinery, using the realizations from the jobbers 
a6 that cCst-and the profit resulting. 1 am coming back ‘to 
these Exhibits so L do not think I need to do more now 
than to list them for the convenience of the Commission. 

axhibit @ooo™, that 1872 
analysis by mr. Cottle nf the tank waggon realization 
less freight. That was prepared from Exhibits "655" and 
wos 7h é 

the nexu Tel EKuolo oon. 
that is an analysis by Mir. Cottle of refinery costs to 
the marketing department, pius se@les tax, plus packages, 
that is to show the total cost of the marketing depart- 
ment before sales, that is prepared from Exhibit "655" 
and "£81", 

Exhibit "658" ise an analysis 
of the spread, that is, to show the difference between 
Poieepilas *OOeC ant "657". 

uxhibit "659" is the next 
One and that is an analysis of marketing expense, that is, 
handling, service station and dealer, sales expense and 
various expenses of that kind. That is prepared from 
oso tcol", "ese", "Z00", "201", "SO7" and "eHo", 

The next Exhibit is "6A0", 
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That is an analysis of company-owned service station 
expense, Supporting certain items in Exhibit "659". 

THeLnSxtVEaARL Olt is sool 
that is an analysis of leased service stations and con- 
trolled outlet expense. It is prepared from Exhibit 
KoOoOM. 

Lxhi biteF662%) lant he next 
and that is an analysis of idle service stations pro- 
perty and other property expense prepared from Lxhibit 
NE59M, 

MRe COTTLE: 4nd relates to Exhibit 
"659" rether. 

MRe FRAWLEY: Yes, relates to sExhibdit 
Nooo. 

wxhibit "665" is an analysis 
of distrihution of market expense over various products 
sold and relates to kxhibit "659". 

Exhihit "664" is a summary 
Uf marketing spread by prodtcts and merket ing costs by 
Products and relates te and must te read in conjunectinn 
With Exhibits"658" and "665", 

axhibit "665" is an analysis 
Se paeitem in Exhibit "580", the itemrmbeing ovher eepital 
employed. 

fxhibit "652" is a compu- 
tation by Mr. Cottle of estimated realization, f.o.b. 
the Calgary refinery, from sales of Esso, 3-Star and Acto 
at Calgary, posted tank waggon prices after adjusting for 
dealer discounts, allowances, freight not included in 


price, dealer cartage, special allowances. 
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THE CHALRuiA Ns shat was the number of 
that last one? 
Whe FRAWLEY: Exniotie ope... 


Now I would like to read 
into the record now two statements which have been 
prepared, wh.ch I think will be useful. They are break= 
downs, I think if they go into the record in one place 
or if for that matter ts hunded in as separate sheets,- 
their value really is in the form rather than in the 
substance because the evidence has of course been give® 
many times tut it is in statement form, in break-dow 
form and 1 think it serves the purpose and so I suggest 
that, as well as being read into the recoru, that this 
simply be bended in without Exhibit numbers unless there 
is some value in that, there is certainly nothing new 
about them at all. 

THE CHAIRMAN: Precisezy what is it? 

WkRe FRAWLEY: The first one of them is 
called "refinery break-down", to show profit made on all 
gasoline refined, showing a net profit of .66¢ on every 
gallon of gasoline that was refined by the Imperial. 

THE CHAIRMAN: That is profit where? 

WRe FRAWLEY; N6EV. DrOLlt ct whe re sinery 
in other Words. 

THE CHAIRMAN: In marketing? 

MR. FRAWLEY: No, in refining. This is 
jmerefining. I think "price", yes, price break-down you 
might call it, how much they make on what they sell at 


the refinery door, that is the point. 
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THE CFAIRMAN: Yes, that is between-what 


it costs them at the other door. 


Whe FRAWLEY: Met 16 right. 

THE CHAIRMAN; That is at the exit door? 
MR. FRAWLEY: That is right. 

THE CHATRM AN: Does that come inte your 


marketing or should it not ve in your refining. 

Minh. FRAWLEY: Well I do not suppose-~~+ 
THi CHAIRMAN : You left us with refining, 
saying that one-third of a cent should be picked up, is 
that part of that picture. 

wRse FRAWLEY: Well it doesn't really 
matter. We thought about that and we think it might as 
well go in and then be immediatcly followed by the 
merketing break-down. 

THE CHAIRMAN; well al Lorient. 

Mik. FRAWLEY: You see the two really, 
Mr. Cottle, the two really are combined, the two are 
really combined. Perhaps if 1 say a word about it and 
we will be clear about it, the first statement, the rofinery 
break-down starts off with a figure of 8.66¢. Now that 
figure 8.66¢ is the weighted average of the prices 
realized at the refinery door on all gasoline sold to 
jobbers and treating the marketing department as a job- 


ber; that 8.66¢. 


Now whac I do then is sub- 
tract from that what it costs them to make that geailon 


of gasoline which they sold for 8.66¢. 


THE CHATRMAN: All right. Now ur. Frawley, 


You made your other summary, Dr. Brown's estimate, 
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Exhibit "762" and I think you ‘ite it as well make this 

Exhibit n7gaN 

LR. FRAWLEY: Will we call it A and B 

or will we call it "733" and "734"; perhaps a Separate 


Ole, Sit. 


THE CEA TEMAN: We have lots of numbers 
he tes 
uke FRAWLEY: Yes and we are not going 


to use them much more. 


THe CHA TAN: That is your refinery 
break-down. 
MRe FRAWLEY: Yes, or a break-down of 


refinery price is a better way of oxpressing it, break- 
down of refinery price. I will change the heading and 
l2ve Some fresh copies of this run orf. 
THE CHA ThwiAN: All right, that will be 
Bribie "755". 
(STATEL.LNE SHOWING BREAK- 
DOWN OF KEFINERY PRICE 
PRODUCED AND wARKED AS 
HXEI BLT "73S" )5 
WRe FRAWLY: And the other one is marked 
“Wiarketing Department break-down". It could be called 
a break-down of the posted tank waggon price. 
THE CHATEM.AN: That will be Exhibit "7344", 
(WAREKETING DEPARTMENT BREAK~ 
DOWN OR BREAK-DOWN OF POSTED 
TANK WAGGON PRIGit PRODUCED 
AND MARKED EXHIBIT "734"). 
MRe FRA\ LEY; A break-down of tank waggon 
price. 


Now the break-down of the 


refinery price, Lxhibit "74¢", the weighted average of 
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the prices realized at the refinery door on all gasoline 
sold to jobbers treat ing ie merketing department as a 
jobber, &.66¢, see Exhibit "308" (C) and Exhibit "S66". 
Peid for ernie ollvend 

casinghead; see Exhibit "667", 5.09¢. 

| Peid for cust of manufact- 
uring, dee Hithibit "eK7t, 1.53 

Paid for tetraethyl lead 

and other blending material, see Exhibit "667", 1.20¢. 
THE CHATRiw AN; I do not follow how that 
is part of market ing. 
WR.e FRAWLEY: No, this is a break-down 
of the refinery price sir, this 8.66¢ is what the North 
Star Oil Company, to give you the picture, pays for it 
at the refinery door or what iire- Halverson pays for it, 
treating him as a jobber. 
THE CHATRMAN: I Go not suppose it matters 
what compartment you put it in but 1 do not uné&erstand why 
Poets oc all in your refining.’ 
MR. FRAWLEY: Well i t18 De price 2. 
is the price, because we have heen talking cost, cost 
at the refinery and now we are talking price, although 
frankly when I left refining and said I had picked up 
the .357, whatever it was, that vas price of course. 
I am of two minds about it and perhaps it should be put, 
SU fav as our own mental compartments are concerned, put 
ere tiring 
MR. COTTLE: So far as the mental com 
partments are concerned, ure Chairman, it is really a 


break-down of the component parts of the tank waggon 
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price, one of which is the refinery door price and in 
turn thet is broken down to its component part so it 
is really a statement to show what all, eech and 
every one of all the items are which make up the price. 
Me PRAVLAY: Then going from the ser- 
vice station backwards then we might give you ixhibit 
WVee" Tirat because in bxhibit "724" you find one item 
eee sO Og ent wunen I could oro LO Lani bit "74" o. 1 dornot 
know as it matters so long as the Commission is clear 
about it because that is the all-important thing. 
THE CHALIWAN: You are distinguishing now 
between cost and price, of course guite properly. 
MRe FRAWLEY: Yes, quite properly. 
THE CHATHwWAN: They may be a very dif- 
ferent thing but are you relating erst to price. 
Mhe FRAWLAY: Right here I am, right now. 
Let me finish reading the statement and see wht you think 
about it then when I have read it. 
THE GHATRIMAN: Yese 
Pare Lee We la tat .s I have just said, paid for 
crude oil and casinghead, see Exhibit "067" , that is 
material you seee 
MAJOR LIPSLTT: 6.09 or 5.08. 
MRe FRAWLEY: 0209. 

Paid for cost of manufact=- 
uring, see Exhibit "667", 1.5é¢. 

Paid for tetraethyl lead 
and other blending material, from Lxhibit "667", 1.a0g¢. 
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items,which are the total refinery door cost, of 7.82¢, 
Vetere ite TOO7 ani EbeU* you saga .09,. 1.55): 
and 1-20 and you get 7.82, and you subtract 7.82¢; in 
other words the cost, from the 8.66¢, what they got 
From the North star Company and iir. Halverson and it 


shows that they make a profit of, before income tax, 


of .34¢, shown as Exhibit "668" or taken from Exhibit 


1668", 


Deduct income tax of .18¢ 
Sao yvnere 18 a net profit at the refinery door of .66¢ 
ea0 thai ise-r=- 
whe NOLAN: That is before you take the 
one-third of a cent away. 
MRe FRAWLEY : Yes, because ‘one of my sug- 


a 


stions was something more than .605. 


(@) 


& 
Mit. NOLAN: It would not be more than 
006, would it. 
MReo FRAUWLEY: I wonder if it was not. 
Then a break=down of the 
Genk waggon price, Lxhibit "7é4", that is treated in the 
same way. The weighted average of the posted tank wag- 
Soc lce-- 
MAJOR LIPSETT: wire Frawley, excuse me be- 
fore you pass from that +66, as wires Nolan points out you 
say that there will be a reduction of .69 taken off and 
Still leaving a return of 6%. 
MRe TRAWLEY: Whe Wik Saye 90 tseadd 
yesterday that if we reduced the refinery rave OL Tretwrie<= 
MR. HARVILE: TO Gf 


ME. FRAWLEY: To 6%, the Price, at iviegre= 
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finery door to jobbers could be reduced by the .69¢ 

and if we reduced the rate of return from what it is 

to 8%, the refinery door price could be reduced by .52¢ 
or half a cent and if we reduced it to 10%, the rate of 


return, the refinery door could be reduced by .é5¢. 
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MR. COMMISSIONER LIPSETT: Now, take the 6%. I think there 
must be some error somewhere. 

MR. COTTLE: That requires explanation, Mr. 
Commissioner. The figures which Mr. Frawley has read into 
the record of cost and profit on Exhibit "733" were arrived 
at from Exhibit "667" and "668". Now, if you will recall, 
t prepared those Exhibits, "667" and "668" for the informa- 
tion of the Commission on the sales realization basis. 

Now, if the price of white goods is decreaséd by any given 
amount, whether it is .52 cents or .65 cents, or whatever 
figures Mr. Frawley has mentioned, it would then be necessary 
to start all over again in computing what your costs were; 
because the sales realization method of apportioning costs 
apportions the cost to the various products in proportion 
to their value. Now, the reductions which «r. Frawley 

has arrived at are the result of taking the total increase 
Hiepeomly, Or reduction in profit rather, and spplying thas 
to one specific product, namely, gasoline, or rather white 
goods. And that is why it would appear that a reduction, 
although it would still leave a profit on the refining 
operations, would on the basis of the Bxhibit mr. Frawley has 
just put in, almost wipe out the apparent profit. 

MR. COMMISSIONER LIPSHTT: It more than wipes it out by 

3 cents and still leaves 6% return on the investment. 

mh. COUPLE: Yell, that is quite true. It 
would apparently wipe out the .66, but what would happen is 
if the white goods were reduced in price .69 cents, then 
you would reapportion the refining expense and the cost of 
erude to all of the products, with the result the profit on 
all other products would be reduced and there would still be 


some profit on white goods. It is just one of those----- 
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MR. FRAWLEY: It is one of the vagaries of 
the sales realization method. That is what it is. it is 
accepted as sound because it necessarily must be, if you 
leave them any rate of return as I do, even at the lowest 
rate, which is 6%, then that 6% mst find itself in these 
refinery figures. It just means a recalculation. Now, 

-66 cents is the net profit at the refinery on the actual 
in 1938. Now, tank waggon, Exhibit "734". The weighted 
average posted tank waggon price at Calgary of Esso, 3 Star 
Seo ctuo if 1908 —- Pxhibit "652" —is 16.06. 

You recall that the Calgary 
posted tank waggon was given as 16 cents, but that is the 
weighted average of the tank waggon of 16 being 3 Star, 

Acto being less and Esso being more. The price realized at 
refinery door of tsso, 4 Star, and Acto, and used as 

marketing department's cost - Exhibit "308C", Exhibit "657" - 
Peooe Whe Ticure which rémeains now is 7.47 cents. Therezore, 
there is an apparent spread at each bulk station between laid 
down tank car eccst and posted tank waggon price of 7.457 cents. 
That is an important figure, I think, Mr. Chairman. We start 
off with an apparent spread at each bulk station of 7.57 cents, 
the difference between what Mr. Halverson pays and what } 
Mr. Halverson gets, treating Mr. Halverson as buying it at 

the refinery at the same price as other jobbers. Then we 
begin to dissect the 7.37 cents. ‘/e have gone to a great 

deal of pains in breakdown and we have, we think, every 

Single item which goes to make up the 7.57 cents, and here 
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raid sales tax to Dominion Government 4 
men bate 6 b7t . eal 


Paid for non-returnable tin containers 
used in marketing gasoline - Exhibit "657" —~ .02 


Cost of ‘:gasoline evaporated or lost in 
handling at 7.66 ets per gallon - 
Peon G FOH 7.8 e 10 


Paid 100% discounts to dealers - 
oreo bs §515 p.l0  - -06 


Paid competitive allowances to dealers in 
special go-called subnormal areas south of 
Reem seer. Exhibit "S15" pal4, <Exhitas 
Mobs" + teu 
Feid treignt from refinery not ineluded 
in tank waggon price destination, i. e. 
chiefly at points south of Champion - 
Promo ol5" ps. 12, Exhibit. @6be.— su 
maid cartage to commission agents for 
deliveries to dealers at non-agency points - 
Boni pit "654" .. Be 


Paid special-discounts to 51 dealers - 
Pee obo JP. 15. Exhibit vobets .— o 04 


Paid special discounts to non-agency 
deahers, so-called inland dealers. - 
Peewee oo Peto, Exhibits "obel™) "6be" oO} 


Paid railway switching charges at Calgary - 
Pearse T6654" "E6527 — paid 


Paid Cartage and. freight in,excess of 

tank car rates, ©- 8- inter-station 

transfers and i.c.1. movements artis 

Items paid and unaccounted for or 

inaccurately estimated, being differences 

between 14.55 on Exhibit "652" and 14.49 

on Exhibit "656" - -06 

The total of ald, the atems 

whieh I have read, commencing with the Dominion Sales tax 
is 2.37 cents. That is the first deduction that must be 
made from the 7.37 cents, and that leaves an actual spread 
on Calgary refinery gasoline before deducting marketing 


expensé, except transportation and price allowances as 


listed above, of 5 cents. That is the actual spread. add 
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the additonal spread realized on gasoline from other 
refineries sold in Alberta of .12 cents, and we have an 
actual spread on all the gasoline sold in Alberta of 5.12 
cents. 

MR. NOLAN: May I follow that? An additional 
Spread on what? 

MR. FRAWLEY: You add the additional spread 


realized on gasoline from other refineries sold in Alberta. 


MR. NOLAN: What does that mean? 

MR. FRAWLEY: You brought in some gasoline from 
outside. | 

MR. COTTLIE: Aviation gasoline. 

MR. NOLAN: Aviation gasoline. Just 


excuse mé, Mr. Chairman, I just want to follow this. 
MR. FRAWLEY : Now, we have that actual spread 


On gasoline sold in Alberta of 5.12 cents, and we besin to 


make deductions from that. You. deduct—----- 
THE CHAIRMAN: Just what do you mean by "spread"? 
MR. FRAWLEY: That is the difference between 


what he gets and what he pays. 

Hé now has 6.12 cents. Mr. 
Halverson at this stage now has 5.12 cents to do everything 
with. Pay for his marketing expense and his profits and 
everything. You see, what I have done up to now is, we 
forest Start off with the apparént gross spread of 7.357 cents, 
which is just merely the difference between the average of 
all the tank waggons. It is the money that comes in to 
Mr. Halverson's hands. 
MR. COTTIE: No, it is the posted tank waggon 


price. The money does not come into his hands. 
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MR. FRAWLEY: No, the posted tank waggon 
price. I am glad Mr. Cottle mentioned that. 

MR. PLOTKINS: | Is that the posted tank waggon 
price, the actual weighted average of the actual prices for 
that year or the lowest: price? 

MR. FRAWIBY: Lt is the weighted average of the 
posted tank waggon prices for Acto, 3 Star and Esso. 

MR. PLOTKINS: Taking into consideration the 
dropyin, price? 

MR. FRAWLEY: it is the weighted average. 

It is the posted prices. Now, there are many deductions; 
for instance, the 1 cent to the 100% dealer. We have 
taken the spread between what Mr. Halverson published as his 
prices and what he paid to ‘ir. Moore at the refinery door 
and that is 7.37 cants. But the first deductions that must 
come from that are the deductions which really never get 
into Mr. Halverson's pocket, but for elarity's sake 

we list them all as though they were deductions paid out. 
For instance, Mr. Halverson never gets the 1 cent he gives 
as a discount to his 100% dealer. But I think for 
Simplicity's sake this is the ideal way of setting it up. 
We regard that as a payment by Mr. Halverson to his © 
100% dealers of 1 cent. and the gasoline, for instance, that 
hey Loseswim evaporation, he never gets that, or the sales 
Cees Di Cll couesovomn cools. purely ator clarity and T° think 
it does a pretty good job of showing what happens his gross 
Spread. The deductions that were made from Mr. Halverson's 
REOSsSs. spread. are.~juesth such, things as sales tax, freight, to 
refinery that was not included in tank waggon price at 
destination, because you remember, *r. Chairman, the whole 


Imperial set-up is that the posted tank waggon price is 
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Calgary plus freight. But they had to depart from that in 
the southern part of the Province. And we called that paid 
freight from refinery not included in tank Waggon price at 
destination, chiefly south of Champion. That amounts, for 
example, to Sidicents’ per gallon. Paid Cartage to 
commission agents for deliveries to dealers, we regard thet 
as a payment. The dealer delivers to a neighbouring town a 
gallon of gasoline and we say Mr. Halverson pays him .22 cents. 
Now I think we have arrived at the stage where he had an 
satualysprecdsonealivecasoline sold°in Alberta, “after making 
these various miscellaneous deductions, which we will discuss 
Later*son in our marketing discussions, of 5.12 cents. 
Now, the next figure is a very important one. ‘Ve now deduct 
4.45 cents from the 5.12. Now, what is the 3.43 cents? 
It is $731,727.85, being 71.62% of $1,021,694.80, which is 
the total expenditure incurred in marketing all products 
sold in Alberta in 1938, such as main warehouses, bulk 
Stegiom, barrel, Service station, dealer, salesmen, advertis— 
ing, office, general administration expenses. That is 


Showin Drhih Doeteb9 


MR. NOLAN: It is the marketing expense? 

MR. FRAWURY: Yes.* Exnibist "609". 

MR. NOALN: It is a roundabout way of saying so. 
MR. FRAWLEY: This is a roundabout Exhibit, 


but it comes home finally with something. This $1,021 ,694.80 
is the total of ir. Halverson's marketing expense in the 

year 1938. We take 71.62% of that. Now, that 71.62% is 

the relation between the sales realization value of the 
gasoline and the sales realization value of all products 


gold. We cannot take the whole $1,021,694.80 because, of 
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sourse, there is all of Mr. Halverson's expenses there, 
the expense of marketing his batteries and his lubricating 
oils and his tires and all that sort of thing. But we go 
to Exhibit "664" and we find $731,727.85, the figure I 
say that we took after we broke up the cost pér gallon, we 
find that in Exhibit "664", being the Imperial'ts own 
estimate, because it is an estimate of the marketing cost 
of marketing gasoline, all gasoline. It is a very simple 


thing to turn it into Imperial gallons, cents per Imperial 


gallon. 5.45 cenis. We deduct that 3.43 cents. 

THE CHATRMAN: What do you say about sales 
realization? 

MR. FRALEY: ltvis*a fileure that as sarrived 
at on the sales realization method. Th Other words] ase 


to you, Mr. Chairman, it costs the Izperial Oil $731,727.85 
to market gasoline and you say to me "How do you know that? 
How do you know what it costs them to market gasoline?" 
Because in this same Exhibit "664" I find it costs them 
$38,846.64 to market refined oil. I find it costs them 
$75,356.90 to market Marvelube. I find it costs them 
$2,358.44 to market wax,and so on. You say "Howdo they 
know that?" The answer is that they know that by applying 
the sales realization method and distributing the costs, 
and we take that figure of $731,727.85, and that is the 
Imperial's own figure---- 

THE CHATRMAN: I have got up to the point 
where - I am educated to the point that I can see where if 
you value inventories you have to have some methodof so 


doing. But you are applying it now to something different. 
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MR. FRAWLEY: tT may say I have struggled 
almost to the point of fisticuffs with Mr. Cottle to break 
down this 3.43 cents. You see,a person who has been 
breaking doyn to----- 

THE CHAIRMAN: We will all break down soon. 
MR. FRAWLEY: Yes. A person who is getting 
down to .0O1 cents was not very satisfied when Mr. Cottle 


presented him with a figure of 3.43 cents, and 


says "That is all I cem do for you.” ‘That id’ where Mr. Cottle 


and I battled. He, of course, won out. 90 we left it at 
3.43 cents. But I said "Give that to me in decimal points. 
Break it down for me, and tell me what it costs them, what 
the bulk station cost on gasoline was; what the barrel cost 
was On gasoline; what the sdavergising cost was on pasolina, 
and salesmen, and general administration expenses and all 
those things." I wanted all those on three or four more 
sheets. Bubew cou, down to.8.45, and that is as far est 
could go. "That is the sales realization and that is all 

i ean give you." 

MR. COMMISSIONER LEPSETT: Does it come down to this 

that gasoline represented 71.62% of their total sales, and 
in consequence you charge 71.62% of their total expenditure? 
MR. FRAWLUY : Piet see ts 


MH. GCOMPMISSLONER LIPS Ts And it comes to 2.45 cents? 


MR. COTTLE: Yes, that is all there is to it, 
Ltt. 
MR. FRAWLEY: That is why we are left with 


that huge figure of 3.44 cents. I am bold enough to want 
to inquire into Mr. Halverson's 3.43 cents. How is that 


made up? How many cents or decimals of a cent is he 
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wasting on advertising, or spending legitimately? How much 
parts of a cent is he spending on his salesmen of gasoline? 
Are there too many salesmen? Are they spending too much 
time selling gasoline as against Marvelube? And so on and 
so on. But I cannot. I have just to take it at 6.43 cents 
and like it, as I understand it. Now, just to complete this 
for a moment. I deduct tho 3.4% sents from the 5.12 
and EF get profit before income tex of 1.69 cents. Deduct 
income tax, .37 cents, and I am left with the very handsome 
Te weyprOiss Olaileos Genta per -al lon. My friend probably 
does not like me editing it by using the word "handsome", 
but let him look at his Number 9's all over Canada sometime 


when he is alone and he will find whether it is handsome cr 


not. 
THE CHAIRMAN: You are left with what? 
MR. FRAWLEY: kh net prorit of 1.62 cents) per 


gallon on the gasoline sold all over Alberta. That is only 
the marketing profit. DYo"not forget the .66 cents’ to add 

to that, because it is all one group of shareholders. So 
that if you want to add the two together - I can almost do 
Bnet weootand .66 18 1.98 cents pér gallon, on every gallon 
of gasoline that was sold, or just about 2 cents a gallon. 
THE CHAIRMAN: Now, what is that again? 

MR. FRAWLEY: Add .66 that is shown on Exhibit 


Viojo tthe 18 she refining profit per gallon. 


THE CHATRMQA: And that gives you a total of 
what? 
MR. FRAWLEY: 1.98 cents per gallon net profit. 


MR. NOLAN: Wow, Mr. Chairman, before we go 
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too far with this matter about what this very handsome net 
profit might be; we will have to convert that into present 
prices of gasoline so as we know what the actttal net profit 
might be on the present price structure. Now, as I under- 
stood Mr. Cottle in his evidence, which is to be found in 
Volume 130 at page 14,463, he says: 

The questions you are now asking are displayed in the 

i gasoline section of Exhibit "658" where you will 

observe that the marketing spread between cost and 

ut value of the gasoline originating from the Calgary 


q PeLinery ig am even Scents, being the differenes 


between the realization of 14.49 and the cost of 9.49". 


Bus wweatact 15) Mr. Chairman, and Mr, Commissioner, that 
Since.-the beginning of this year, our realizations have been 
reduced by $141,000.00. Now, Mr. Oottle's Exhibit "657", 

to which hé refers.on page 14,461, shows in detail how he 
arrived..at the realization ex Calgary refinery of 14.49 
cents, which was based on gasoline sales of 20,477,793 
gallons. Now, the reduction in realizations of $141,000.00, 
On~s0,4/77,090 sallons, is approximately .67 cents per gallon. 
Therefore, it follows that the gasoline realizations 
referred to in Mr. Cottle’s Exhibit "657" or the 14.49 ex 
Calgary, is on the basis of those prices being reduced .67 
cents per gallon, 14.80 cents net as compared to the 
prices to our jobbers ex Calgary refinery of 9.20 cents 

On white gasoline, 10 cents on "Q" gasoline and 11 cents 
on Esso gasoline. So that the marketing spread after 
taking into consideration the reduction in realization of 
-67 cents is only 4.33 cents per gallon over the cost of 


9.49 gents, to which Mr. Cottle refers. And the 
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importance of this is that there was a discussion earlier 
in which Mr. Commissioner Lipsett was asking for a com- 
parison between the spreads which were, he thought, around 
63 or 7 cents, in the spreads that were enjoyed by the 
Texas Company. But when we get down to the actual figure 
I think it is fair to gay that our spread now is 4.43 cents 


per galion over tlhe cost of 9.49 cents to which Mr. Gottle 


refers. 
MR. FRAWLEY: Would you compare those figures 
just to have me understand my own Exhibits. You substitute 


Whatelagurenfor( the S:iesactual spread? 
THE CHAIRMAN: Well, supposing you get together 
about it now aml you can give us the results, perhaps, more 


satisfactorily after lunch. 


MR. NOLAN: There is no disputes at? aig 
ly Lore: 
MR. FRAWLEY: No. Mr. Gottle'’s Exhibit was 


prepared LasteJuly, ii think, and Mr. Halverson's ‘cut was 


in October. 


(At this stage the Hearing was adjourned until 2:00 P. M.) 
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MR. FRAWLEY: ' Mr. Cheirman, we were discussing the 
two Exhibits "733" and "734" snd I have placed before you copies 
of those Exhibits. Incidentally it is the original which I 
gave to Major Lipsett because there were not many copies made, 
Mr. Chairman. 

We had just been talking about that 
and Mr. Nolan raises a question that these figures are not now, 
are not correct up to date because of the changes which were 
mede and thet is quite so but rather then endeavor to set 
down by way of Amendment the changes, it has been suggested 
' that Mr. Cottle shall reconstruct; this shall stand as it 
is quite correct and in my submission valuable end it is quite 
correct in what it purports to show but that Mr. Cottle might. 

not necessarily while we are here, but that Mr. Cottle 
might prepare for you and hand to you, just how these various 
figures are going to be affected by the reductions which were 
made on the 24th of July and the g5th of October or particularly 


the 25th of Sctober or both of those, Mr. Cottle? 


MR. COTTLE: Yes, both, 

MR. FRAWLEY: The 24th of July and the 25th of 
October. 

THE CHAT AY AN: Whet does that involve in working 


time, Mr. Cottle, roughly? 


MR. COTTLE: Oh, about a half an hour. 
THE CH ATRMAN : Oh, well. 
WA. COTTE ES Then the typing of the Exhibit 


which involves preparing another Exhibit "652", Exhibit "e592" 
speaks of vrices before July Ath so it also will affect the 
axhibit "652" end another Iixhibit similar to the ones which 


Mr. Frawley has. 
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THE CHAIRMAN: i prefer to have it, Mr. Frawley. 
MR. FRAWLZY: ET did not know how much labor it 
involved. 

THES CHAIRMAN: While we are sitting so that any 


observations that Mr. Nolan or anyone else may have to make 
concerning it may be made at the time when he has the document 

tn Drems ofidiamy 

MR. FRAWLEY: Yes, it was bevause Mr. Nolan himself 
suggested he was not cocerned with sesing it again, he under- 
stood thoroughly what changes it would mean and he thought 

Mr. Cottle could do it later but now if there be any value, if 
Mr. Nolan has any desire at ail to look at it or comment on it 


sf 


after it is completed perhaps it should be prepared now. 


THE CHAIRMAN: If he is addressing himself to the 
subject. 
MR. NOLAN: It takes such a short time to 


prepare, I thought it meant a longer calculation but apvoarently 
it does not so that we might perhaps as well have it, 

THE CHAIRMAN: We can probably have it tomorrow, 
Mr. Cottle? 

MR. COTTLE: Oh, yes. 

MAJOR LIPSETT: It will affect nothing except the 


#145,000.00, Mr. Nolan? 


MR. NOLAN: On; yes ¢ Li doese« SL 
MR. COTTLE: No thet 1S) rgavlys als 
MR. NOLAN: Does it affect mything other 


than that you ask? 


MAJOR LIPSETT: Yes. : 
MR. NOLAN: No, but the reflection of that es ° 


shown in many of these items in the calculation which Mr. Cottle 


> ee 


tare on — 7 
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has already made to which I take no exception because on the 
hasis on which it has been prepared I think it is perfectly 
a) Lorient. 

Mae GCOTTL’Y: It finally will come down to a 
Peers instead olal.oc0 cents of profit on Pxhibit "734", 44 


Wiliacome COWutoce, Figure of a profit of .80 cents. 


3 CHATRMAN : Aya) Os 
MR ees ODT: Yese 
MR, -FRENLEY: umestead of liac? 
Ma a COTTLE: Yes. 
MR. FRAWLEY: and then .66, there were no 


changes in jobber's prices? 


MRS GOTTLS: No. 
MR. FRAWLEY: oO the .66 stands. 
MR. COTTLE: There *s one other point perhaps 


Come bd G79 L) I can reflect the anticipated 24 cents 
change in the cost of crude oil if thet would be helpful, 
to fit in with the argument. 

MR. FRAWLEY: You see 7.35 shows the certain 
item for cost say for crude oil and casing-head, 5.96 cents 


and that would be slightly changed. 


THE CHAT RMAN: Veo, thinkers 6e. 

Mis GORE ¢ I will do both then. 

MR. FRAWLSY: And then I may later have some 
comment to make, Psrhaps I should just say now, I said 


this morning that the item 3.43 cents which you will find 
on the second page of Exhibit "734", that that looked like 
@ big amount, an exceedingly large amount to not have a 
breakdown for, a further elaboration of but of course the 


fact is that we con take Exhibit "659" which has the total 
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$1,021,694.80 and we can look et thet and see what is in 
there. We just cannot get the figure in per gallon of 
wh ite goods but we can criticize anything in the $1,021,694.80 
that we think warrants criticimm so we are not hopeless in 
our examination of the 3.43 cents which is Mr. Halverson's 
marketing spread really; the money he spends, I mean it 
is the money he spends to market a gallon of gasoline, that 
is about the way to look at it and then the other amount, 
the breakdown of the 2.57 cents which we did so elaborately, 
is, I think, a very useful breakdown, .one can look at once 
and see where this money is going to, in paying competitive 
allowances, freight not included in tank wagon price, special 
discounts to dealers, speciel price concessions and so on and 
I will pass from that now and will probably have to come back 
to that later, 

Now let me file now a dccument, 
the case for Alberta which came up during the time that 
Mr, Brownlee was here, you will remember, Mr. Cheirman. 
MR. CHAI RM AN: How? do rou Teel ebout Tiis,” 2or 
the purposes of reducing the price of white goods, do you 


feel that the cost realization basis is satisfactory. 


MR. FRAWLEY: Well I am, ‘of course, in this 
position =+-- 
THY CHAT RV AN: I mean there may be no better 


way but beceuse something is not better, you may have no 
better bridge, but is your bridge safe, is another question? 
MR. FRAWLSY: Well, it is even more, it is even 
this, no other bridge at all, there has been no other bridge 
at ell suggested. 


TH! CH ALRMAN: YeSe 
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MR. FRAWLEY: We just cannot find out, let us 
just analyze it, thet is just, you are just on the point which 
was troubling me. 
TH! CHAIRMAN > I see the force, Mr. Frawley, that if 
a person has to make out an inventory, he has to have some 
method of approach and at the moment it strikes me as a sensible 
and satisfactory approach and certainly in the absence of a 
better way but now we are considering another question entirely 
and I suppose your argument will leed to the suggestion that 
there be a reduction in prices somewhere. 
MR. FRAWLEY: In the marketing, in the marketing. 
Well of course that is, let me just face that now, the company 
is now selling gasoline on a returm basis, a rate of return 
based on 7.59%; that is a long way from anybody's 13%. 
Frankly it is not, it is not the 10% we had when this Commission 
started, 104%, in fact it is the figure that all my notes 
were based upon, and I had to revise them, it was 102%, 12.6 
in the refining, 104% in the marketing but of course the 
marketing has gone down to 7.59%.  # Now if I make the same 
argument to you as I intend to make, that the marketing should 
go down to a4 range somewhere in between 6 and 10 then, of 
course, you have a small, I agree, a small reduction to make 
in marketing if you accept six and no reduction at all if you 
take 8, and no reduction at all if you take 10; that is the 
position in a nutshell and I will discuss that in more detail 
when I come to it. 

Bm CHAT RMANE Yess 
MR. FRAWLEY: Sou theta rrenkly em Oty, in 
the nature of things, heving had to accept the payments, 


that is the point, heving had to accept the marketing expense 
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picture completely because Dr. Frey and Dr. Brown have not 
teken exception to these marketing expenses, for the purposes 
of price reduction---— 

iH CHATRNAN: Mind you, I sappose you sey, to 
be consistent that we need not ‘worry about that that we can 
say “it is too high" just the same. 
MR. FRAWLEY: Yes, that is quite trues. You 
cen Look at these figures yourselves and say, now you may 
be faced with the same difficulty there, it just makes me 
realize how really naked my experts have left me, I suppose 
I must say “my experts" as other people would call them, 
the distinguished gentlemen that came to give evidence 
Sefore the Commission but the point you raise, that is, are 
we tec take the sales realization method of arriving at the 
portion of the marketing expense to allocate to gasoline, 
TH CHAIRMAN: Assuming that vou were going to 
make the argument that the price which this Commission should 
recommend, that the Commisston should recommend that the 


price of gasoline should come down. 


MR. FRAWLEY: YES 

THE AIRMAN: Anticipating that suggestion. 

MR. FRAWLEY: Lee 

THE CHALRMAN: Which I gether will be made, from 


what you have already said. 

MR. FRAWLEY: Yes. 

THE CHAT AMAN: Well now, I cen see that there 
can be no better way for making up inventories but when you 
are going to arbitrarily say the price of gasoline should 
come down, then can you apply @ method which at most is an 


arbitrary allocation. 
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MR. FRAWLEY: Well let me put it is this way, 
when I say that the price of gasoline must come down, I must 
do either one of two things, I must attack the money spent 
and say "too much money has been spent" or I must attack 

the result, the final result figure, the profit figure and 


say "too much money has been made", "too much profit has been 


made", 
TH CHAIRMAN: Yes. 
MR. FRAWLiY: Now going for a moment to the 


criticism that too much money has been spent, that they are 

not warranted in spending 3.43 cents or for that matter 

they are not warranted in spending some 2.57 cents, then 

it seems to me we are, it is so helpless to know how to 
criticize the actual expenditures made which are all lumped 
together and not even for the company's purposes is there 

any segregation or any division, any dividing up of the 
$1,021,000.00 gross marketing expenses, and let us take one 

of them, just to try to understand it, sales expense, 

expense for supervisors and salesmen'ts salaries and travelling 
expenses, advertising expenses and identification signs, just 
those items, they total $138,907.66. Mr. Cottle says, 
accepting the sales realization method, using the sales realiz- 
ation method, 73, 76, 71.62% of the $138,000.00, I am going 

to assume from now on in my calculations, was spend in super- 
vising and salaries and travelling about on gasoline business, 
that is what they say. Now ° how in the world does anybody 
know whether that is a sound figure or note? 

THE CHATRMAN: That is just it. 

MR. FRAWLEY: ‘Perhaps the salesmen, perhaps 


all of his time and effort and the zeal has been spent in 
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selling Marvelube and that . has nothing et all to dowith 

wheat we are talking about at the pomente 

THE CHAIRMAN: That is my point. I can understand 
perfectly if you said; wekt the sales realization method, that 
is the best method we had, and obviously they are making too 
much money, It is unreasonable, We are going to make some 


reduction on the whole, on everything. I could follow that 


reasoning. 
MR. FRAWLEY: Yes. 
THs} CHAI RMAN: And yet when you are arbitrarily 


saying, "We are going to leave those things", such as Marvelube 
which you spoke about, where they are, we are not going to 


worry about tires and radios --- 


MR. FRAWLEY: Batteries, 
THE CHAIRMAN: Betteries, but we are going to 


cut gasoline. At least that is your submission, and I wonder 
if the sales realization method applies the same, will serve 
the same useful purpose, I do not know. 

MR. FRAWLEY: No, and we just there, that is ali, 
there is nothing else suggested, there is no other way you 
can suggest. They say it is either thet or nothing. It is 

a secret then. We just do not know how much money we really 
spent in supervising and selling, in selling and supervising 


the sale of gasoline. 


THE CHAIRMAN: And I suppose that is literally 
true 
MR. FRAWLEY: Because a salesman comes on the 


premises ---- 


THE CH.ATRMAN : Where you are selling tvo or three 


articles. 
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MR. FRAWLEY: He comes on the premises and he 
spends a portion of his time discussing Marvelube, he spends 
a little time discussing Three Star gasoline. Who is to say 
how much of that day or hour was Spent hy that salesman in 
the promotion of Three Star as against Marvelube. 

THE CHAIRMAN: Now quite so, It must be easy to 
say that man is getting too much money for the work he is 
doing, for the hours in the day and the days in the month he 
works, that is an approach which one could understand, 

MR. FRAWLEY: else 

THE CHATRMIAN : But to say, without any knowledge 


of it, that he is spending too much time on gasoline --- 


MR. FRAWLEY: Yes, 1 see the point. 

THE CHAT RIAN : . As against Marvelube or anything 
else. 

MR. FRAWLEY: Yes, that is something you can see. 
THE CHAIRMAN: That is at the moment beyond my 
comprehension. 

MR. FRAWLEY: Yes, but even more, I understand 


at once what you mean but es might say for instance that the 
supervisor was getting $500.00 a month, and we could say, 

"No, he should not be getting $500.00 a month, he should only 
be getting $300.00 a month, and we will clip it off.", but 

to say that he is pushing more of Marvelube or more of gasoline 
is a different question. 

TH CHAIRMAN: Yes, how can we do it. 

MR. FRAWLEY: That is as lL understand it the 
impossible, 

MR. COTTLE: Even if he did that and pushed 


more of Marvelube, you are still going to leave your profits 
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Where they were and your profits on the rate of return is 

the method of determining whether the profits are too high 

ur too low so it doesn't matter whether you push it on 
Marvelube or not. 

MR. FRAWLGY: No, your profit is not the same 
if you reject in your expense items --- 

THE CHAT RVAN: Is it important, Mr. Gottle, 

from the standpoint of reasoning, while it may not matter 

in the net result of the company, but is it not of great 
importance when the submission is made that the price of 
gasoline of all kinds should go down and the submission does 
poy cover, as DT understand it, all products. 

Mae GOTTA: Well that just begs the question, 
it doesn't matter very much to say that the profit on gasoline 
is 1.6280 Or 5.6 per gallon of gasoline because in itself 
that figure does not mean anything. The only thing that 
means anything is how many dollars this per gallon figure 
amounts to, how many additional dollars the profit on ycur lube: 
and greases and tires and batteries amount to and then how 
much your total profit amounts to in relation to your capital 
employed, 

THE CHAIRMAN: That is right and I may not be 
understanding but if Counsel makes the submission, gasoline 
should go down, doesn't it make a tremendous difference, 

if not to the company, to the users of Marvelube and tires 
and redios and all things that go with them. 

MR. COTTLS: Oh, yes, it may do so, sir, 

from thet point of view it may mt there you are concerned 
with the. propriety of having a hish price for one product 


and a low price for the other and ycu might say the equities 
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of the.consumers of tires as against the consumers of gasoline, 
I do not know whet approach you would have to that problem 

and I do not know of any method that would help you at all, 
because even if we knew how much time the salesmen put in 
selling Marvelube and how much depreciation on your trucks 

and wear and tear on your tires was involved in the handling 
of lubricating oil, supposing we knew it all to a nicety, 
just exactly what it cost to market and sell Marvelube, I 

Go not think it would help a bit because you still could 

not escape the fact that Marvelube and other lubricating 

oils are properly handled in connection with gasoline and 

then if we found that Marvelube was selling at a loss on 

that basis, knowing the exact cost, there is still the nice 
question of cetermining how much of the effort that went 

into the selling of Marvelube assisted in the sale of gasoline, 
so that regardless of what your final figure is on Marvelube 
or tires or batteries, you still cannot divorce it for the 
purposes of saying that that is a proper price for that 
particular product. 

THE CHAT RYAN: Then how can you ever sey thet the 
price of gasoline is too high or too low. 

MR. COTTLi&: Only on the basis of accepting 


some definite price for the other products. 


THE CHAT RMAN: Yes. 

MR. COTTLE: And that is ean arbitrary system. 
THE CHAIRMAN: Quite, and that is the point. 
MR. FRAWLEY: Just as arbitrary as the sales 


realization method is, the seles realization method says, 
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"Give me one price and I will give you the other", 
MRe HARVIG: And thet applies to the companies 
in the business, that have different ratios of sales as between 
gasoline and lubricating oils; the McColl-Frontenac, a large 
percentage on their business is lubricating oils but if any 
reduction is taken that applies to gasoline slone,,it is mt 
going to be eouitable as between companies. 
THE CHAT RMN : Yes, yet ~--- 
MR. FRAWLEY: Of course what I am anxious to 
find is the fair proportion of the total expemse, in view 

of the fact that the companies have not kept it and as I 
understand, could not keep it separate. Then the objective 
is to endeavor to find a feir proportion of that expense and 
no more, to be allocated against gasoline, 411 other products 
remaining as they ee 

Now, of course, it is dlffricult 

but it is the whole business of the joint sale, the joint 
Sale, under the same roof, not only the joint manufacture 

but when we come into the sale it is joint, in the warehouse 
it is joint, I mean the company's warehouse, they operate 

as ali joint, in the bulk cutlet it is joint; the agent is 
one day filling and selling lubricating oils in drums and 

the next day and the next hour and the next minute gasoline, 
so it is necessarily involved. 

THE CHAT RMAN: There may be nothing in it at all 
but supposing, are you not really saying, putting it this way, 
are you not really saying, "the profit of this company is too 
great on its total operation, it is providing them with a4 


return, having regard to the nature of the business, an extra 
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one which they should not continue to enjoy, therefore, they 
should make less money in their total operation, is that not 
your first step and it is only after that you are saying, 

*Wow how will we distribute this saving we are going to fix 
upon them"? 

MR. FRAWLEY: No, I think there are two distinct 
approaches, one is that the profit is too much or too little 
or just Fieht. 

THS CHAT RECAN : Yes. 

MR. FRAWLEY: But how is the profit made up, 

the profit is made up by deducting cne figure from another, 
deducting expenses from the gross realization. Now if, 
assuming with me for the moment that that expense is too much, 
it is the expense but it is too much, then of course --- 

THS CHATRMAN: The total expense? 

MR. #RAWLEY: Yes, the total expense and then 
the proportion, if you reduce the sxpense, you necessarily 
increase the profit, in other words, my suggestion is simply 
this, that if it should be, if there is a wasteful expenditure 
here, then keep on making it’if you like, but take it out 

of your profit, take it out of your shareholders, take it 

out of something else but do not tske it out of the fair 
price of gasoline. Now that is what it amounts to, so 

there are two approaches, an attack on the expenditures which 
were made of course, and all the vouchers are there, showing 
all the expenditures, an attack on the expenditures being 
wasteful and unnecesgerily high and secondly, an attack on 

tue proritve, vend ell-1 am saying --- 


THE CHAIRMAN: That is the over-all profit? 
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MR. FRAWLEY: Yes, the over-all profit. 

THE CHATRMAN: "Yes, and what I am trying to get 
at is how you allocate your savings, call it what you will, 
to gasoline. 

MR. FRAWLEY: Well but then you see if you 
only~had an over-all profit, if-you-cmm only say there is 

too much money being made in thewhole marketing operation, 
if that is all you know, you cannot apply it, you cannot give 
any effect to that finding unless, as iir, Vottle says --- 

THE CHAT RMAN: Surely you can say, “Now you 


cannot make that much money. You have to make a million 


dollers less next year, We are going to see to it that 
you do.” 

MR. FRAWLEY: Yes. 

THE CHATRMAN: Assuming willingness and power. 
MR. FRAWLEY: Yes. 


(Go to Page 17,322 ) 
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THE CHAIRMAN: Nevi you reflect that in 
your Sales prices to the public, spread over the various 
artieles that you sell. 

MR. FRAWLEY: You have to pick and 
choose, right there, Mr. Chairman. ‘The first thing you 
have to do is to throw out tires and say, for any reason 


you like, that you do not think that is within the purview 


of this Yommission. You cannot say that because TI 
think even tires aré. Ltt is pretty wide. But we throw 


out tires and lubricating oils and we aét down to what 
the people of Alberta are interested in, the consumption 
of their own natural resource in their own gutomobiles. 
And thst is why I high-light gasoline. we have to do 
that. We start right there. You throw that all out ani 
you are left with gasoline and then you say "Our desire 
is to allocate upon gasoline"~ and such qa finding wouid 
b6 tantamount toa finding - there is a difficulty to it 
I ¢an appreciate that - but that would be tantamount to 
finding that all is well in the sale of lubricating olis. 
Now we do not know. J am not going to say it ie. But 


Should [I not say it is, Ll am not seeking to be critical. 
MR, COTTLE: There is another 
reason, of course, for sliminating lubricating oils 


from any participation in price reduction. Lubricating 


oils are sold by other competitors who are not exactly 
engaged in the sale of gasoline. If you affect the 
vries of lubricating oil you ars naturally affecting 


those people who are not engaged in gasoline at all. 


ee CM hE ce Wem bee Mis ale : 
MR. FRAWLEY: Like Baton's store. 
MR. COTTILE: Yes, Haton's store. 
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umbrella over them. 


THE CHAIRMAN: Why should not we affect 
them. 
Mr. COTTLE: Perhaps you should 


affect them. But you are getting out of the general 
scheme of the Inquiry. 

MReHARVIE: Not at all. 

Mi COTTE: Just a moment, Mr. 
Harvie. Just the ordinary wholesaler, not a dealer in 
petroleum produets generally, but any specialty people. 
MR. COMMISSIONER LIPSETT:: But supposing you 
Said the expenses charged vere say »~100,000.00 too high. 
On Mr. Frewley's basis only 72% should be taken off 
gasoline. If you take the whole ;100,000.00 off 
gasoline, you may be putting the people who are only 
engaged in selling gasoline ina very unfavourable 
position and you mey be leaving the people that deal 

in lubricants anc so on to enjoy what apparently is a 
favoured market. 

MR. COTTIB; That is assuming 72% 
of the total expense is properly allocable to gasoline. 
Now you cannot meke that assumption. 

MR. COMMISSIONS: LIPSHTT: I think that is Mr. 
Frawley's argument. 

MR. COTTLS: That is the basis 
of that apportionment but that doss not tell you how 
mich the cost of marketing gasoline ise I emphasized 
that just as strongly as I knev when I analyzed the 
exhibit. It is purely an arbitrary method of assigning 
a reasonable proportion of the marketing expense to 


gasoline. “@ just do not know whether that is proper 
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or not. 

MR. COMMISSIOiE:i LIPOETT: I ses the objection to 
it but once you take it must you not ohly take 72% off 
your existing marketing expense if you are applying it 


to gasoline and not the whole lot? 


MR. COTTLE: And leaving the other 
products as profitable as they were? The result of 


that would be your profits would not be reduced in that 
case by the extent of the reduction you want to make. 

MR. HARVIB: And take 28% off the 
other products. 

MR. GCOTTLE: Unless you reduce the 
price of other products and projected the reducsd earnings 
at a certain amount of money. Now you can do it several 
wayse You can take it all off lubricating oils or take it 
all off tires and batteries, or off any products, gasoline 
or distillate orany of the motor fuels. Or you can 

take some off one product and some off another. 

THE CHAIRMAN: why not take it off 
all products in aecordance with this seme me hod. 

MR. COTTLE: Well you @an, but 

it is doing it just as arbitrarily as taking it all 

off one. 

THE CHAIRMAN: Yes, but are you not, 
necessarily - if your method be worth while at all and 

it would appear to be the best known method - are you 

not doing it more equitebly, and my friend says logically, 
if you take it off all in accordance with - that is 
assuming there were anything that is to be taken off - 

in accordance with the particular method that we put 


forward as being the best available. 
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MR. COTTLE: I do not think there 
is any question of equity comes into that at all. 

The equity..... 

THE CHAIRMAN: Not as against the 
Companies perhaps, but surely there are other people 
going to be affected. The man who is buying Marvelube 
end all the otter things, is he not interested? He says 
"If there is going to be a saving as against this company 
and the public, as part of the public, not interested in 
gasolins,” but the fellow with the stationary engine 
might be more interested in Marvelube. Ido not kno. 


That may be just a silly statement. 


Xe HARVIE: A steam engine. 
THs CHAIRMAN: Yes, he is running a 


sitsam engine.He says "I am one of the publie and I want 
a share in this in my proper proportion." Now why 
cannot he be heard to say "Well, if you are going to 
apply the sales realization method, surely I come in on 
this." 

MR. FRAWLEY: Then we have to turn 
around and take gasoline and then find out how it works 
out, using another percentage figure for Marvelube. 

I suppose you have to take a fresh starting point 

every time you endeavour to apply it age inst any 
particular product. Is that not so? 

TH CHAIRMAN: I may be wrong about 
this, but at the end of every year, I take it, that 

in the course of their normal business all these 
companies take inventories and thsy put a price on 
every product that they have in their warehouse, 


by tae sales realization method. 
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MR. COTTILE: No sir. Wot the 
marketing compaies. The marketing companies would put 
inventories on greases and wax and candles and things 
that they do not manufacture themselves. And th price 
is what they paid for them. Most of these things are 
really outside purchases. The only time the salesSrsaliza- 
tion method is used for inventories is in the ease of 
refineries manufactur ing joint prodwets. Marketing 
comprnies do mot usé the sales realization method, 

as such, at all. As @ matter of fact it is quite 
improper to call this method of apportionment of marketing 
costs the sales realization method. It is just an 
arbitrary allocation. True, it uses value as a basis, 
but to use the term sales realization method, that is 
usually applied to extractive indusvries in costing 
their products,and not by marketing companies at all. 

TH CHAIRMAN: The refiner says 

"IT cannot tell you what it costs me to get any parti- 
éular thing out of a barrel of erude." i\ihen you are 
using values as your basis havon't you got practically, 
if not in fact, the same method? 

MR. COTTILS: You use value as a 
basis of apportionment, but not really for the same 
reasone It is the same aS a grocery store, 4 grocer 
wants to find out how much his pork and beans cost him 

to market as compared with his biscuits, and things of 
that kind. It is really in the same category. 

THE CHAIRMAN: I have been somewhat 
in a maze about it. I do not understand how one @an sey, 
if a company has excess profits, whether you secék a draw- 


beck or not, you ar least say they are not going to 
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get so much in the future, if we can prevent ite I do 
not just understand on what principle or by what reasoning 
you say it has 40 customers, and 20 of these are to be 
advantaged by this lack of profit that he ean no longer 
enjoy, and ten are not. 

MR. FRALEY: Of? eon rse,45 follow, = 
take My.Cottie's example of biscuits and canned goods. 
supposing that the Government or some body became 
interested in the alleged excessive spread in the marketing 
cf biscuits and they went irto the grocer and they said 
"Now we are going to make an examination of your prices 
to see how much money you are making from a pound of 
biscuits." Well, he would say "I certainly eannot tell 
you." You see there is certainly a similarity. He says 
"I cannot tell you at all. I am selling everything in 
this store." So they arbitrarily say "Vell, what 

were the gross sales' value of your canned goods and 

your biscuits and everything else last year?" So 

much. All right. The biscuits were 25% of the sales 
value of everything you sold in this store last year. 
Then right there, up to that point it is a faet. You 

are dealing with realistic things, 25% of the gross 
income was realized from the sale of biscuits. They 

take 25% and they say"we are going to say that 25% of 
your wages and 20% of your taxes and your light bill 

and everything else was used in selling your biscuits. " 
That is arbitrary. How can you say that? It may be 

that the biscuits sold themselves. People came in 

and took them off the shelf. I mean it becomes so 
speculative that perhaps it is not very helpful. 


I certainly appreciate the arbitrariness of setting 
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it up. Mr. Cottle does too. That is his point. But it s 
is something that you just start with. Is that not so? 
MR. COTPLE: | That is quite soe 

And the other point I make is that the sales realization 
method does not help you very much. If you are going 

to do that you see really what you are doing is lowering 
all the prices proportionately. You are doing that and 
nothing more then that. 

THE CHAIRMAN: Yes. 

MR. COTTLE: If that is an arbitrary 
Lowering of prices of all products in proportion, that 

is the arbitrery decision you will come to. If it is 
prope: to ignore the miscellaneous products which are 
really after all this miscellaneous revenue.» I1 meen 

it is so small in relation to the total business of 

this Company that is engaged primarily in selling motor 
fuel that you can look et it quite nieely as miseellaneous 
revenue which the Company is very fortunete in having, 
because they enable the Company to market gasoline more 
cheaply. If they did not have these revenues they 
would have to get a higher priee for the gasoline to 

make up the loss of revenue to give them the rate of 
return on their investment. I ean quite readily 

bring myself to the opinion that they should be 

treated as miscellaneous revenue because they are 
miscellaneous products. They are soldsby ell) kindss or 
people. For instance tires. There are people engaged 

in the sale of tires exclusively. The Imperial handles 
tires purely incidentally to its petroleum operations. 

I ean see no reason for this Commission recommending a 


reduction in the Imperial's price for tires. They are 
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selling them competitively with other businesses, other 
wholesalers who are not engaged. in any way in the 
petroleum business. Candles the Same way. Hardware 
stores and grocery stores sell candlese Imported oils. 
Tho Company does not manufacture the imported oils, and 
other people sell them. I think it is reasonable to 
assume the price could not be terribly out of line or 
department stores would be taking their shirts off, as 

it were. 

THE CHAIRMAN: That applies, from all 
we have heard, that applies equally to gasoline. They 
can only keep up that price if their competitors will 

let them. 

MR. COTTLE: That is true, but 

what we are trying to arrive at is this company's cost 

of doing business, and this company's business is 70% 
gasoline. Clearly that is the kind of business that 
itis in. It is only handling these other things because 
it is in the gasoline business. Therefore, they are all 
seconday matters. 

THE CHAIRMAN: is not your approach 
then, if you takc that viewpoint, should not your approach 
be to charge everything to gasoline? 

LE. GOR TES That would be a 
reasonable thing to do. 

THe CHATRMAN: And then say all these 
are mere by-products which we credit against that. 

MR. COPPLE: On the basis of this 
marketing I think that is quite a sensible approach. In 
fact that is the approach IE took when I was arriving at 


their marketing oxpense of 4.34, or something like that. 
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J. J.Frawley, K.C. 


Their income from all these things was 1.4. The net 
difference is their actual cost of gasoline, treating them 
as by-products. I think that is quite a sensible apprceach 
to the problem when you are thinking of the price of 
gasolinee Then all of the profit over and above the 
profit on miseellaneous products has to come from gaSoling. 
THE CHAIRMAN: Well we have taken you 
far away from your normal course of argument, Mr. Frawley. 
MR. FRAWLBY: What I was saying was - 
I come tack to the comments that some of these items in 
his expenditures, aswe go along, and I think I can leave 
it now and pursue an analysis of the profits and find out 
why it was there and lead up to a submission with respect 
to the rate of return. 

THE CHAIRMAN: Have we got that yet? 
What the profit is in mark eting? 

MR. FRAWLEY: No, and I am just going 
to give it to you.e All we have is per gallon of gasoline 
worked out. It is these Exhibits "753" and "764" that 
were really interpolated into thesc remarks. Before I 

go on, if I may give this a number. This is what Mr. 
Brownlee asked to be marked. It is fhe Case for Alberta. 


GASH FOR #LBWRTA IS NO} MARABD 
BXHIBIT "7355". 


MR. FRALEY: Mr. Brownlee was 
referring to, he must have been referring to 3, 4 and 5. 
At least looking at the Table of Contents, the gasoline 
tax is dealt with - or looking at the Index rather, the 
Zasoline tax ASecsere 


MR. NOLAN: The record must contain 


his reference to that? 
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J. J. Frawley, &.¢. 
MR. FRAWLEY: | Yes, I think it does. 
MR. HARVIE: : Page 262, I think, 
Mr. Frawley. 
MR. FRAWLEY: Yes, there is a table 


262. That is probably the table Mr. Brownlee was looking 
at. 

In approaching a review 
of the Imperial 's profit performance, we are confining 
ourselves to a critical analysis of that profit in 
relation to the capital employed, and we will attempt to 
Show what the tank waggon prices could have been if the 
rate of returm had been 6% which is more than the all- 
Canadian average, of say roughly 6%. We are making an 
analysis of profit accepting the prefits as shown in 
the exhibit, accepting the profits as shown in Exhibit 
"650" and aecepting the investment as shown in Exhibit 
"580". Nov Exhibit "655" shows that the gross difference - 
and I am only dealing with the result at the hottom of the 
pege - the gross difference between the selling price 
and the laid down cost of the products was $1,520,516.44. 
The marketing expense, shown on Exhibit "659" was 
$1,921,694.8N, and the net profit before Income Tax was 
$498,821.64. The Income Tax was »3109,740.75, and the 
net profit, therefore, was 389,080.89. Now I want to 
explain that figure of $1,520,516.44 which I have said 
was the gross difference, or the spread in other words, 
the gross difference between selling prices and leid 
down costs. Now to appreciate and understand that 
tigite,4one refers ito. exhibit "656o%~"657" and "658". 
Total of Invoiess, Joxhibit "656". Rxhibit "656" shows 


that the total of the invoices was $5,915,255.65. 
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This is gasoline. Freight to be deducted was 4772,773.54. 
Cost at the refinery on the jobber basis was §1,881,423.90, 
which appears in Exhibit "657". sales Tax to be taken 
off was %158,234.59. Cost of the vackages to be taken 

Off — Bxhibit "657" —- 1s 37,555.62, which leaves 
$1,093,265.8), or for all products $1,520.516.44. The 
$1,093,265.80 is the total expense, the total difference, 
the total spread for gasoline alone, and that is the 5.1% 
that we had this morning in Bxhibit "754", being the sctual 
Spread on all the gasoline sold in Alberta. Or for all 
products the gross is $1,520,516.44, the figure that I 

set out a moment ago to aualyze. That is the first figure 
to look at. So we know now {$1,520,516.44 is the gross 
profit, the gross spread, the gross profit between the 
cost of gasoline and the selling price of it. 

Now the marks ting 
expense is the next figure that I have to discuss. 
giy0e21,694.80; end that is in Exhibit "659". Now th t 
is the figure that indicates all of the money that the 
Company spent under these headings: Main ‘arehouse 
Expense; Delivery Expense at Main ‘iarehouses; Bulk 
Station Bxpense; Barrel Expense; Service Station 
and Dealer Expense; Idle Service Station Pm perty 
and Other Property Bxpense; Sales Expense; Office 
Bxpense and General Admimistration, and it all adds 
up to G1,021,694.80. As I say this is a very importent 
document, of course, These are the statements and this 
is the evidence which Dr. Frey examined with Mr. Cottle 
and we kmow that he was not able to find ground to 
criticige the expentitures which the Compa ny made. 


The net profit, that is the result, that is the difference 
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betweon these two figures after deducting Income Tax 
was $389,080.89, which appears on Bxhibit "655". Now 
that profit of course is arrived at by using the 1938 
prices, during the whole of 1958 the prices which were 
in effect from June 1938. 

Now the next figure 
to analyze is the capital invested which appears on 
Exhibit "580". The capital invested in marketing is 
@o,944,746.41, and you deduct from that unused prcpertios 
265,111.48, and you arrive at a figure of $3,681,634.93. 
That is the figure on which the Company vhinks it should 
have a profit, a rate of Rapinnis Now in Brhibit 655" 


it shows for capital amployed in direct marketing.......6 


(Go to Page 17,3534 ) 
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C4 
al 
WRe FRAWLEY: Lxhibit "665" is a state= 
ment of other capital employed. 

Bxhibit "580" shows the 
totel of the.capital employed which I gave you -as being 
g¢,681,654.93, excluding the unused properties, 
€ 263,111.48, and shows an item of $1,491,199.27 being 
other capital employed and a separate Exhibit was filed, 


Exhibit "665", showing that in detail, $1,491,000. 


Now there were some things 
in that Exhibit which we thought needed explanetion and 
my friend Mr. Nolan has been good enough to obtain fur 
ther information for us about that- We wanted to know 
something about the amount of money which the company 
loaned out in mortgages. It might be of some importance 
in discussing some of these marketing practices, of 
treezing outlets by advancing money to deaiers and so on, 
#0 we asked Mr- Nolan to try and run that down for us 
and he was good enough to do it and it is contained in 
two or three letters which passed between myself and 
Mr. Nolan and tir. Nolan and six. Halverson, I woul 
think there would be no objection to that being filed 


to supplement Exhibit "665". 


THE CHAIRMAN: Any objection. 

MR. NOLAN: No sir, I have no object= 
lon. 

THE CHAIRMAN: Now you say that supple- 
ients-~=— 

MRe FRAWLEY: Yes, it arises out of and 


answers questions arising out of Exhibit "605", other 
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a 
capital employed. 
THE CHAIN AN: This will be Exhibit 
"726" then. 


(FILE OF LETTERS PRODUCED 
Hike MARKED £5 EXHIBIT 


hy Moke La as 
THE CHATRivaN: ‘Now just a minute, you say 
the y touch upon what. 
MRe FRAWLLY: Poco tu VOG5%r. 
THE CHALTKMAN : Yes. 
MRe FRAWLLY: end when, before we get 


through with it, Mr. Halverson was giving us a new 
figure, a figure on mortgages which did not appear in 
Exhibit "665". To that extent it adds to the oxhibit. 
It is not anything on which the company is seeking or 
asking any rate of return and it does not complicate 
things at all that way. The only value of it, of this 
thing is for some discussion when we get to the question 
one freezing dcealer outlets. 

THE CHAIRMAN; These are real estate 
mortages held in this Province. 

Re FRAWLIY : That is right, on dealer 
Outlets and the company themselves say that "we do not 
want any return on that", just a minute now, yes, be- 
cause they in no way represent a chérge against Alberta 
operators. They are simply an investment and 4&NY income 
‘from same -: in the nature of interest is of course 
carried on the books at Sarnia. 

THL CHAIRwAN: That is strange, is, it 
not. 


WR. FRAWLEY; You mean--<-- 
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é 
THe CHATRwAN ; : Why are they not gn 
Alberta investment? 
MRe FRAWLIY: “ell perhaps I should 


state and explain what they are. It might be 4as use- 
ful now as at any time. 
THE CHALHRMAL: If you went to the full 
extent of that, if you say "We do not want any return 
on anything we charged up at Sarnia", you might be put- 
ting the competitors in Alberta in a bad spot if you 
devermined their rete of return on. that. 
Mk. HAnVIi: They have mortgages in 
the same way as the other companies might have invest- 
ment s-~~-— 
' WR. FRAWLEY: It is the same: as if they 
took some Dominion bonds or Alberta bonés. 
THE CHAIRMAN: Well that is all right but 
is it the same. 
MR. FRAWLEY: I think this correspondence--- 
THE CHATR:&. AN : I mean when you take a 
mortgage from a person who is going to sell jour gasoline 
without which he would not have the equipment for the 
selling of that gasoline, is it the same as buying a 
Dominion Government bond when, when, ultimetely you reach 
the point where you are saying the price of gasoline 
should go down, which effects not only Mr. Halverson but 
all the other people engaged in that business in this 
country. If he is throwing out something properly 
chargeable against his operations. 
MRe FRAWLiY: Yes. 
THE CHAIRMAN; and you adopt his view 


that he has a right to throw it out. Nov are we fair 
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to the people who have not got a head office in Sarnia 

tO which they can charge things. 

MR. FRAWLEY: You may be quite right 

and let us see whet Mr. Halverson has to say about it. 

I wrote ir. Wo tte on the £9th of November and said: 
It has just come to the 
YVattention of Mr. Cottle and myself that your 
“clients hold mortgages on various dealers’ 
"properties throughout the Province. 
" Mire Cottle advises me 
"that probably this amount is included in the 
"item, Long term notes receivable--§125 ,819.82, 
Vin Exhibit "oo5" which is a statement of other 
"capital employed--direct marketing. Would 
“you be good enough to ask your clients to 
“orepare a break-down of the above item of 
"9125,819.82, showing separately any itess 
"which represent monies advanced or loened to 
“dealers for which security on dealer's 
"property has been taken." 

Mre Halverson replied to that on the oth of December: 
"Dear iir- liolan:- 
a This acknowledges your 
"letter of November 29th from which we note that 
"ire Je Jo Frawley, Commission Counsel, wants a 
"breakdown of Long Term Notes Receivable - 
NeLBO% SLOT8e 
‘4 We are glad to furnish 


"this breakdown, which is as follows: 
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5 
" 1. Salesmen's Auto Accounts 95,605.15 
a &- Agent's Truck Accounts 54 245.97 
MW 5. wortgegesb 7,174.00 
4. Equipment Gills heceivable 80,796.70 
us Total 4125,819.82 
Me Agents! Truck Accounts 


fot BO4 245 97 represents financial assistance ex- 
"tended to oe agents to purchase trucks, which 
"is repayable in full, es per our evidence Exhibit 
"7314, page 8. 
: The reason that Mortgages 
"to the extent of ¢.7174.00 are carried on our 
"Alberta books is that no part of this sum repre- 
"sents money advances, as these Mortgages arose 
"through the sale of property and protection of 
"mezchandise accounts. 
y Bquipment Bills Ke- 
"ceivable' 
THE CHATRw.AN: gxcuse me, I did not follow 
that, what was said after those mortgages. 
MRe: FRAWLLY: “Equipment Bills receivable". 
THE CHAIRMAN: Nothing said eee 


the mortgages are given for. 


MRe FRAWLEY: NO ye by, Wa ded develop, Wit e 
Chairman. 

THE CHAT Riv AN; I see. 

MR. FRAWLLY: The mortgages were 7,174. 


"Equipment Bills Receivable of 480,796.70, above 
"referred to, covers sale of pumps and tanks to 


"dealers on terms, which also is repayable in 
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Now: 


TAlthough Mr. 
Ue9th only asks 


"Receivable, Exhibit 


I hac 


"As these mortga 


as per our evidence, 


not asked 


Exhibit "Z14", page 9! 


Frawley in his letter of November 
for a breakdown vf Long Term Notes 
#665, we are also glad to 
a breakdown of Mortgages we hold in 
for. thay : 


ges are investments, the same as 


"ponds, they are carried on our books at Sarnia. 
y As of December 31, 1938, 
"theses wortgages were: 
Chattel hicxtgages etc. & 6,086.05 
ih Mortceges on asal Property een eee ss) 
oy Total @68,105.54 
Of which items arose through 
Merchandise a/e and sale of 
: preperty 2,700.00 
q Balance representing Cash §65,405.54 
advances. 
v eth <a tlead Fa ca Fal apkaa ine 
5 Our "General Review of 


"Marketing Operations in Alberta” ~ 
in which we went 
"marketing expense 


"because 


“ment and any 
Wintexrest 


“Wcornia. 
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“these worte 


Exhibit au 
into Gonsiderable detail as to 


did not deal with Mortgages 


they in no way represent a charge against 


operations. They are simply an invest~ 


income from same in the nature of 


is, of course, carried on our books at 
If are Frawley considers 


‘oges as being relevant to our market~- 
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“Ning operations in Alberta, it is unfortunate 
"thet he did not develop the matter on the two 
"occasions we appeared before the hkoyal Com- 
"mission as that would have given us an oppor- 
"Gunity to give evidence in regard to the matter. 
2 Our policy is thet finan- 
"Gial edvanced covered by the Mortgages above reo 
"ferred to, have not been extended to competitive 
Naccounts but have been utilized to enable our 
"dealers in e few instances, to modernize their 
"premises thereby eliminating any necessity for 
“Your Company making any investment in service 
"stations at the points in question. 
ui Yours very truly, 
" “A. Ee Halverson" " 


I replied to that, to 


Wolan: 


"Dear Mr. Nolan: 

Me I acknowledge receipt of 
"a copy of iirse Halverson's letter to you of the 
"6th instant in which he explains the item of 
"125,819.82 appearing in Exhibit 665. Mr. 
"Healverson's explaenetion is helpful up to the 


"point where he arrives at the figure of 


"¢05,405.54, being balance secured by mortgage 


"representing cash advances. ir- Halverson 

"advises that the financial advances represent- 
“ing the foregoing item "have not been extended 
"to competitive accounts" but have been utilized 


"to enable his dealers to modernize premises 
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"therehy eliminating the need for any invest- 


“ment by Imperial in service stations at the 


"points in question, 


" what Mr. Halverson means 
"when he says thet these advances have not been 
"made to competitive accounts is not particularly 
"elear and I would be very much obliged by your 
"writing Mr. Halverson at once end asking him 
"for some further information. 

mo wlll ivr. Halverson be 
"200d enough to let us have an analysis of the 
"item ¢€65,405.54, showing the names and addresses 
"of the dealers and the amount outstanding in 
"each aasee 

” ET) Kew igel ors c PRL M 


Yhen Wir. Halverson's letter 


of the llth of December to wr. Nolan completes the cor- 


respondence: 


"Dear Mr. Nolan: 

. This acknowledges your 
"letter of December 7th to which you attach letter 
"yeceived from tir. Jo Jo Frawley, same date, in 
"which mr. Frawley asks for "an analysis of the 
“item, £65,405.54, showing the names and ad- 
“dresses of the dealers and the amount outstand~ 
“ing in each ease>" 

" | .8 requested, we ettach 
“herewith, statement giving the information de- 


"sired, from which you will note that the total 
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"cash advance is $65,005.54, and not $65,405.54 
“Nas outlined in my letter of December 6th. In 
"this connection Mr. W. J. whitling, our Assiat- 
"ant Treasurer, advises es follows; "You will 
"note that the total is ¢400.00 less than that 
“reported in our letter of December 4th, the 
"reason being that items which are those through 
“wierchandise Account and Sale of Property should 
"have read 63,100.06 deducted instead of $2,700.00 
"which was deducted." 

y We would also call your 
"ettention to loan to wr. F. I. Norris, Edmonton - 
Neo ,;167.74. 0 This is not a’ loan to a dealer, but 
"to an employee in connection with his residence 
"Yat Homonton. 

a Therefore, the total cash 
"advances to dealers is somewhat less than 

Me 60%000..00), 

y In our letter of December 
"oth we stated - our Boater. is that financial 
Nedvances covered by the mortgages above referred 
"to, have not been extended to competitive ac- 
“counts, etc. By this we mean that it has been 
"our policy not to extent financial assistance to 
"accounts buying from the competitor in order to 
"oet them to switch over to our Company, and to 
"the best of my knowledge, this policy has been 
“adhered to. However, we have extended financial 


“assistance to accounts that were already buying 


"from the Imperial Oil Company, to assist such 
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“dealers to modernize their premises, and in a 
"few cases, to hold such Imperial dealers against 
"Special offers made by the competitor. Ina 
"few cases elso, edvences have been made to se- 
"cure new retail outlets in areas where our 
"representation was unsatisfactory. 

3 Yours very truly, 


" TA. Le Halverson". " 


fnd accompanying that is 
a list of monies advanced and covered by mortgages | 
carried in the private ledger as at December ¢lst, 
1938, mortgages on real prvuperty. 

I will not of course 
read this, it lists dealers throughout the Province at 
various points and includes F. 7. Norris, the F. TT. 
Norris account at Edmonton. ir. Norris is an employee 
of the Company and has to be differently regarded I take 
it, total mortgages on real property ¢60,519.49 and 
then ¢4,486.05 of chattel mortgages, making a total of 
{§ 65,005.54. 

THE CHs IRAN; In the net result, Mr. 
Frawley, all connected with the furtherance of market- 
ing operations. 

Wie FRAWLLY: Oh yes, quite. My ih- 
quiry arose because of a complaint which had beem re- 
CGeived from one of the companies that when he was en-+ 
desvoring to get business he would find not only the 
100% accounts stood in his war but this kind of thing, 


the mortgages, monies advanced, monies advanced by way 
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of mortgages, which, so far as the competitor was con- 
cerned, very effectively keptthe man with the Imperial 


Oil. Now it was arising out of that thet I asked for 


THER GHATRMAN: Now then that being so, 
why is that not chargeable to marketing. 

MR. COTTLE: Wr. Chairman-<-+-=+ 

THR CHAT: AN: vhether the Imperial 
Gharges it or not. 

wR. COTTLE: it mekes no difference 
whether it is ineluded or not for this reason, the in- 
vestmMent is in Sarnia and so is the income. Wow the 
income from the mortgages would have to be considered 
as a proper return to be mace on this investment if the 
investment were shown in Alberta, otherwise of course 
they would have no justification for making them---- 
THE CHAIRMAN: Lt would only be taken 
into account if there was income. If the indebtedness 
was paid. If the interest was paid. Supposing if, over 
a period of five years it appeared that the account, 
the man had got a loan of 4600.00 and it had been 
treated as an investment but on the ¢500.00 he had paid 
not a cent, would that not be of importance. 

MRe COTTLE: That would put a different 
picture on it completely. If that were the case i pre- 
sume it could a argued that it is quite an improper 
thing. 

MR. FRAWLEY: Surely it is not an invest- 
ment, it is not an investment. 


THE CHAIRMAN: If E-am following it aright, 
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it is a means of getting business. 
Mine PRAWLEY: That is all it is. 
WRe COTTLE: But Mir. Halverson is 
content to look to the interest for his return on 
the money. 
THE CHAT Ru AN: thet Te elivrient, Mr. 
Cottle, that is all right, as against Mir. Halverson 
perhaps but wire Frawley is going to ultimately ask 
usp to make a recommendation about gasoline, predicated 
upon a certain set of figures including Wr. Halverson's 
and if he wrongly excludes from that, whether Mr. 
Halverson is content or not, an operating expense we 
might, if we accepted Mr. Frawley's suggestion, do an 
injustice to British American, using them as an il» 
lustration, if arbitrarilythe price of gasoline for the 
British AMerican's goods goes down, just for the sake 
of discussion, let us say, if we take it down by an 
amount that is regarded,to a figure which we think should 
be there, you are not doing fairly by them. If the 
reduction were made following upon anything we ad- 
vocated, it is going to apply to everybody that sells 


gasoline. If we ever accept Mr. Frawley's submission. 


MRe COTTLE: That is on the assumption 
Coa wee 
THE CHATHMWAN: Now this may not amount 


to much, I may be wasting time really but in principle 

I think it is wrong. 

MRe FRAWLEY: Yese 

THE CHAIRMAN: To say that this is charged 


to parnia and therefore a fortiori we are not interested 
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if it is Albéfta's marketing expense we are con- 
sidering i | 

Wks COTTLE: : I quite agree with that. 
The other point is though that the income, they are 
treating the mortgages the same as investments and the 
income also goes to Sarnia and if we transferred the 
investment we would elso have to transfer the income. 
MRe HARVIE: ! iverything. 

THE CHAIRMAN: If it is of any impor- 


tance I think you would heave to find out what that in- 


GOMme WA&Ss 
MAJ OR LIPSET®: Which is paid. 
THE CHATHMAN: At any rate, I mean the 


income which is paid. I do not know that it is of im- 
portance, I may be meking a mountain out of a mole hill, 
Mire Frawley, but it seems to me the principle is wrong. 
wih e FRAWLGY: | There is no magic in say- 
ing this is in Sarnia and I am not suggesting there is 
anything improper about it at all. 

THe CHe In AN: .@ do not know. 

MRe FRAWLEY: But it is strange, perhaps 
only strange, because I was lax in not looking for it, 
but perhaps I am not going too far to suggest that hr. 
Halverson might have spread it out on his Exhibits. I 


am not saying he retained it improperly. 


MWR. NOLAN: He has explained why he 
didn't. 
MRe FRAWLEY: Yes, he has explained but 


it is just his explanation which is giving rise to this 


discussion. 
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MR. NOLAN: He says the policy of 
the company is to treat it in this -manner and for 
that reason they did. not think it was of interest 
to the Commission but that is just the question of 
policy. 
MR. FRAWLEY: Supposing there was a 
helf a million dollars. 


THE CHAIRMAN: That is his policy. 


MRe NOLAN: Yes. 
THE CHAIR: AN: And nobody is saying the 


Imperial cannot keep their books where they Like but 
for the purposes of ire Frawley's submission--~ 

MR. NOLAN: It shows the danger of 
taking perhaps the performance of one company to judge 
the others by that performance. 

MAJOR LIPSET?: And if there was something 
in the way of a price reduction, #xe Nolan, it might be 
doing an injustice to you if it did not treat this as 
part of your capital. 

Mr. NOLAN: If it would be part of my 
capital the return on my investment would be correspon- 
dingly less. 

MR. FRAWLEY: Yes, well----now then, 
Mis VoeLrmean. oheve arrived then---~ 

MR. HARVIE: Just on that point we 
filed a similar statement on behalf of the British 
American and I ask Mr. Cottle to check me if I am 
wrong in this, and that is that there is no reason why 
that should not be charged as an operatiing expense in 


this Province. True we have to give credit, and I be- 
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lieve we have, in our Alberta figures for any income 
received by way of rental or anything else, but it 

seems to me that it is a very proper charge because 

in our case i% shows the cheapest way of getting bus- 
iness. 

THE CHAIRMAN: It looks to me, at the 
moment, like the same thing as painting a man's 

e or loaning him a pump. 

MRe FRAWLEY: Well Mr. Wahaffy's clients 
tainly up against it, there is no doubt about 


that, that thet is the kind of thing which they are up 


MR-e HARVIE: For owning properties and 
leasing them. 

MR. FRAWLEY: Anything. more than even 

the 100% agreement . 

THE GHA TEMAN: Tt seems to me it is just 
part of the many things which ars called "under the canopy 
business”, as distinguished from keeping the price oui 


and out in the open for everyoocy to see. 


WR o FALWLEY; A price concession. 

THE CHATRWAN; Yes. 

MRe FRAWLEY; That is all. 

Mins GOPTLE + And perhaps a first cousin 


GO idle property, of having service station sites which 


have net yet been built on, and keeping other people 


MRo HARVIE: The idle property through= 


out the whole investigation was thrown out. I have; on 


that point. hir. Frawley has been stressing the point and 
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Mr. Willer suggested that all he is asking for is 
benk interest on that type of investment, on service 
stations and so on and I refer to Volume 99, page 
11,200, reading possibly page 11,199, starting at 
pege 11,199 and reading on 11,200 and 11,201 the mat- 
ter is dealt with by way of question and answer be- 
tween iir. Frawley and Mr. ijiller and he is dealing 
with that very item os to the owning of property and 
leas ing property and releasing it at reduced rentals 
and not getting a return. Now wr. Miller says: 

"Well our objective is, if possible, to secure 

"a return on our investment of what bank in- 

"terest might be, say 5% or 6%, plus the taxes". 

Now I think all that can 

be interpreted as meaning or that he had in mind there 
that class of investinent which naturally there has been 
a criticism against and wiich has been shown in the 
evidence we did not get a proper return on, that he 
just strives to get all out-of-pocket expenses plus s) 
or 6% or bank interest. 
THE CHAI. aN: Is there any way of work- 
ing it out, I do not say there is, would it not advan= 
tage your company and all companies to have no more 
mortgages or loaning money, painting buildings, loaning 
pumps and tenks and things of one kind and another. 
ime FRi WLEY: I am going to have-a lot 
to say about that, that cuts both ways. 
MRe HARVIE: I think Nr. Miller says 
on the various types of doing business, from bulk 


stations and distributing stations, that the cheapest 
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way of doing business, obtaining retail sales, is through 


the service otation. 


THH CHS IRM AN; I am perhaps taking you off 
the point. 
MR. FRAWLEY: It i8 something we may as 


well keep in mind, these are not service stations, these 
are dealers that Mr. Halverson goes out and he does it, 
because everybody else does it, he treezes up, he not only 
signs the man up 100%, which perhaps does not mean very 
much because nobody ever has heard of a man being sued in 
the courts for departing from the 100%, but this is of 
this nature, the competitor goes into a town and finds 

a place frozen, with one of these 60,000 dollar mortgages, 
and that is Se denen ons thing. No matter how willing he 
may be, all the Mayland Company or any other company can 
do is to dip down in its pocket and pay out the mortgage; 
and take it over. 

lhRe HARVIE: The only difference I see 
is that in one case the dealer owns the property and in 
the other case the Gompany owns it and leases it, and in 
both cases it is tied up at a certain cost, by way of 
Loss of interest on capitel or<-<-- 

MR. FRAWLEY: No, I do not think the 
Mayland Company, using them again, are going around to 
your service stations looking for those kind of outlets 
such as we see just across the street, they have com~ 
mitted those to your care but they are looking for one 

of your outlets down in High River or up in Lacombe, 

they have to wet this new gasoline on the merket in some 


fashion ard when they go in they find the 100% dealer 
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contract, which may not be as I say unaurmountable, 

but coupled with that, they find the man is tied up to 
Mr, Helverson for 45,000, and that is a horse of another 
color. Now I am seeking, I am seeking to incréase the 
competition, make it keener, to use my friend's expres- 
sion, to keen the sensitive Mr. Halverson more and mcre 
Sensitive and to create conditions that will cause Mr. 
Halverson some day to say "Boy, this has gune far 
enough, down goes the tank waggon because I, I, I can 
never get any relief from this discussion of these 
things, all this price consciousness, I can only get 

away from it in one way and that is by a tank waggon 
cut"and that is what I am going to put to the Commission 
When the time comes, that we must bend every effort to 
crack down on Mr. Halverson, keep the competition alive, 
alive, alive and we will over the long swing if we live 
long enough, we will get the tank waggon price down. Now 
to shorten up that long swing I have some suggestion of 
what a Board might do, that is in a nut shsll all I’ have 
to say. 

THE CHAIRMAN: True, well now, what is your 
feeling, Mr. Frawley, about sitting. If we are going to 
sit until 6 o'clock tonight that is one Sy if we 

are, we are going to adjourn now for a half hour but if 
you want to stop at 4 o'clock we will go right on, and 

if you want to sit these evenings let us know, whether 
you feel you can make an argument---- 

MRe FRAWLEY: well Mr. Chairman---- 

THe CHALTRwAN: It is your pleasure as to 
how we deal wivh it accepting always that we will not sit 


for long hours at any one time, no longer hours than we 
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are doing now because we do not think we can understand 


well what is being said after that. 

MR e BRAWLEY: wwOe §=6Well Mr. Chairman, 

let me just perhaps take a few minutes to give you, to 
give the Eommiae. en and my friends, some idea of what 

is sheed Of us. I am now on, insofar as numbers mean 
anything, I am now discussing my progren number 4 which 
is an analysis of the Imperial's Profit Performance. 

I will go through that pretty quickly. Now what I 
mentioned a few moments ago, after I make this suggest- 
ion with regard to the price reduction which is war- 
ranted, then I turn right around and commence to make 

a submission that if there is to be any price re-~ 
duction, or even whether there is to be or not, that then 
we must examine carefully these competitive practices, | 
my submission being that they should be encouraged then 
and that will take some time, because I have, under the 
heading of competitive marketing practices that should be 
encouraged are such things as, I have six of them "The 
posting of a tank weggon price"; "Abolition of the 100% 
Dealer Contract"; "The discontinuance of kthyl dis= 
crimination"; "The posting of wholesale prices at the 
outlets"; "The expedience of Government operated pilot 
Btations"; "The ensouragement of co-operative marketing". 

Then I go from that into 

a@ Memorandum called "collateral marketing matters". 
"Collateral marketing matters" to discuss such things as 
"barrels", "so-called free delivery”, "consumer accounts", 
“Montana imports into Southern Alberta", "Standards", 
"Retail margins", and "doubtful retail marketing practices", 


"jobbers", "service administration"; from that I go into 
J $ 
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some others, into a discussion that might take some 


time of a regulatory Board and the desirability of recom- 


mending that there be set up a regulatory board. 


(Page 17,354 follows) 


a4 


oh ¥ uote ah 
att ‘volvo ins ona, 


Vm ae co. 
ar ee 


. 


' fog ae as ae ; ee ie 
“achieve 4 oh é 
| eee ee a iv ; 
Reagents 7 wie hee ‘br aOey ne . 


po tan ont: iit tad 


i ane 
ee ia 7 


mur , 
aca 


-17,354- 


J... Frawley, K. ©. 


MR. FRAWLEY: Then I have a submission with 
regard to a University Chair for, Petroleum and then I will 
have something to say about the cost of administering the 
Statute and so on. 

THE CHAIRMAN: And something to say, I suppose, 


about farm problems and taxation? 


MR. FRAWLEY: Loo. I do not know where that 
was hiding... I.have a memorandum on the gasoliftie tax. 
A complete memorandum on the gasoline tax. So that, let 


us face the issue, it is taking time and we are going slowly 
but [2think, this is Thursday evening, if we just git our 
regular week, having in mind that Saturday is, to all 

intents and purposes, the day before Christmas, and we 

would not finish up to-morrow night even if we sat to-night 
and sat all day to-morrow and sat to-morrow night, I still 
think we would be unfinished. So that if that ist ge i% 

seems to me that it might be well, without pushing me too’ 
hard, because PG is pretty. trying, very trying, not ony 

Here Duy atenipnt. It is quite trying. 

THE CHATRMAN ? it is doubly trying, of .course. 

by having to eope with the questions put to you in the 

course of your argument. But we think it is serving a very 
useful purpose. 

MR. FRA‘ LRY: Ness IT could rattle through 
this and sit down and that would not be as trying to everybody, 
and I suppose including myself. But I do not think that 
would be just as well. So we must face it frankly and 

I cannot see that we can finish this week, if we sat alk day.. 
I think we might, but we are not going tu do that, if we 


sat from nine o'clock in the morning to ten o'clock at night. 
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It would not do the thing justice at all. It would be ragged. 
It would be impossible. I think we should sit until tc- 


morro™ afternoon and adjourn until next Wednesday. Tuesday, 


for that matter. Tuesday is Boxing Day but I am in the 
hands of the Commission about that. However, that is my 


sugzestion, if anybody has anything else. 
TH: GHslRMAN: You are proposing we sit the 
regular hours to-day and to-morrow and then adjourn until 


next Wednesday morning? 


MR. FRAWLEY: Yes, that is right, and then I 
think we can finish. NGO G@oubt about if at @li. we ean 


finish on “ednesday, Thursday and Friday next. 

TH! CHARMAN: You are allowing that other 
counsel might have something to say? 

MR. FRAWUSY: Oh, yes. 

TH CHAIRMAN: weil, what is your Teeling, 
Gentlemen? 

MR. NOLAN: Weil, 4. appretiate the fact 
hat we are largely responsible for the delay, because there 
have be¢a many interruptions and interjections, some of them 
were invited and some of them were not invited, but none 

of them has been discouraged. [ think we are making some 
headway « { hope, if Mr. Frawley does adjourn from to-morrow 
until Wednesday that he does finish next week, because I 

do rot want to go on the week after the first of January. 
Monday is the first of January, and if there is any way of 
evol ling @ continuance of these proceedings on the 2nd, $rd 
and 4th of January, I would appreciate it. But I understand 
shat counsel for the Commission thinks he can finish next 


week by sitting cn Wednesday morning. I am quite willing to 
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sit any time you say, but I do nct want to sit on Tuesday, 

I may say. Tuesday is an ancient and honourable holiday 
known as Boxing Day. 

MR. FRAWLEY: But that was not introduced 
into this Province, until the advent of one John W. Hugili jK.G-. 
did it become a holiday. 

MR. NOLAN: it is one now. It was celebrated 
a long time before iir. Hugill ever came to this Province. 
MR. FRAWLEY: in other parts of the world. 
However... am. ii Payour of it. 

TH? CHATRMAN; How about this week? If we 
have to adjourn we will adjourn until Yednesday morning. 

MR. HaRVIE: Trconcur ino that chovehieer. 
not sitting on Tuesday. as to sitting this week and if 

it would make it more sure of being through reasonably early 
next WS Keine 

TH: CHAIRMAN: well, what do you think about 
sitting on Saturday morning, as we have frequently done, 
sitting from half past nine till one? 

MR. FRAVLUY: That is all right. 

THE CHAIRMAN: On Saturday morning. Would 
that not provide some insurance against our not finishing 
the following week? 

MR. FRAWLEY: Yes, it will get that much more 
Delind Us. I am not seeking my personal advantage in 
stopping to-morrow night, but I never supposed for a moment 
that we would not finish next week. 

THE CHAIRMAN: , Well, you know how it is going 
and you are coming to matters that may be very much opposed 


by Other counsel present. 
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MR. FRAWLEY: Yes, there will be lots of 
digging into the evidence, perhaps. Well, I would say that 
then. . 

THS CHAIRMAN: Then we will git till four 
o'e¢lock each day as usual and on Saturday from half past 
nine till one o'clock, if that meets with your approval, 

MR. FRAWLEY: Yes « 

THE CHATRMAN : if we have to adjourn we will 
ad journ until Wednesday morning at 10:30 o'clock. 

MR. FRAWLEY: Now; the met sprofit, which 2 
gave you.a few minutes ago, the total-net profit of the 
company as shown on Exhibit "655" of 5389,080.89--~- 

THE CHAIRMAN: Just before you go on. Did you 
want to go north on Friday night? 

MR. FRAWLEY : loam G@rivingeanywayy( sort ean 
o@ onsSaturdey afternoon. So that is all right. 

THE CHATRMAN 3 Very well. 

MR. FRAWLEY: The profit of $389,080.89 
represents a return of 10.57% on the total capital employed. 
Now, it is to be noted that the company does not seék a 
TetUrMeenh ne cCopital tied up in unused properties, all 

of which are listed on an Exhibit, the amount of them. Now, 


in our Submission, 10.5%----- 


THE CHAIRMAN : Why is that again? 
MR. FRAN GLHY: Some of the same considerations 


arise again that you have just been putting forward. 

THE CHAIRMAN : You see, we-.are taking one 
company. ‘Je are following through their operations for the 
reasons you have given. 

MR. FRAWLEY: ties. 


THE CHAT RMAN : It is important that we should 
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take that company. But if you are going to do something 

in the end which affects not only that company, you have 

to be very careful no matter what that company's type of 
operation may be, it does not reflect to the disadvantage 

of other companies. Mr. Halverson says we do not care for 
any return on any unused properties. That is very fine. 

MR. FRAWLEY: Of course, you see it is a two- 
edged sword. Looked at the other way, if the Imperial 

Oil Company had all the valuable corners, let us make an 
extreme case and say they had one million dollars tied up 

in this Province in unused properties. If we put that in 
the capital structure the gasoline consumer in Alberta - 
you see, they are the price leader and that would be in their 
cost, and that would be spread out as a justification for 

a spread that the people of Alberta would be paying for, 

the one million dollars----- 

MR. HARVIE: Would they now. Possibly our 
company would not have an investment of one million dollars 


and we would them possibly be able to cut the prices con- 


Siderably. 
MR. FRAWLEY: Ob yw deat 
MR. HARVIE: In considering that I think 


there are three types of investment that must be considered. 
There are those that are unused. It may be fcr protection 
purposes ard I understand Mr. Halverson suggested they 

did not want a return on that. As far as our company is 
concerned, we are more or less in accord with that. I do 
not know. It i8 an opinion. It might be, contrary to Mr. 
Frawley's thought, that just because there is too much 


money spent on protection, that it should all be properly 
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considered as in the capital structure. On the other hand, 
there is the capital that is not now usefully employed but 
has been properly expended in the past and through change 

in circumstances is just not being used. as Dr. Frey says, 
that is just a case of mistake. There are bound to be 
mistakes in capital structure. Now, the capital structures 
as arrived at by Dr. Brown, for instance, he does not consider 
those at all in his refining cost. it is just thes parry or 
the plant used to-day at a proper valuation. On that basis 
he suggests a return of 13% as fair. We in our submission 
stated that there are two ways of looking at it. ne is 

Go fave all your capital structure, if you included ati 

sound investments, even if they are not used now. Then 

guite properly the rate of return might be lower than other- 
wise. but If vew are only uSing the assets usetuliy 
employed you must have a higher rate of return to average 

out your losses on those that have gone out of useful employ- 
ment. I think that the evidence is that the usual practice 
is to give a higher rate of return and possibly not include 
in your capitai set-up assets that are not now presently 
employed. 

THI: CHA TRMAN : I @an guite gee, Mes Pragie,, 
that if some investments are improvident investments there 
should be a return upon them because they might have been 
wise at the time they were made. If they are investments 
that are recklessly made, or made with a view to - for 
improper, or what one might say for unsound business reasons - 
then they are improvident investments. 

MR. FRAWLEY: If you apply that test, Mr. 


Chairman, we find the Imperial has $263,000.00 tied up in 
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land in this =rovince. That is just wwt it costs them. 
Veeant corners in Calgary and Edmonton and round and about. 
I would not sey that they are improvident. They Beery ic 
were the result of good business judgment as of the time 
they were made. fThere is one I know of on the corner of 
108th Street in Edmonton. 

THE CHAIRMAN: Why should not they get a return 
on anything in the world that might be said to be a prudent 
investment? 

MR. FRAWLEY: as I say, the only reason I 
have to say is thet it is a fine situation for the people 
whoo are haviag to buy gasoline. This is nota publie l 
utility yet. That is rather a public utility principle, 

is it not? 

THE CHAIRMAN: Why? They say, the minute you 
get away from allowing them a proper return on their money, 
thet is what you are contending for now, the minute you get 
away from that you are into the competitive field where the 
consumer does not mean a thing. He is to be charged 


precisely all that can be gotten from hin. 


MR. FRALEY: That is right. 
THE CHAIRMAN: Or that anybody charges him, 


having regard to what the competitor will give him tk goods 
for. The minute you leave that idea of a proper return on 
the investment, what have you to say. You say "We are 
living in a competitive world am the poor consumer is going 
to take what he gets." 

WR. FRATIEY: I think it might be a good thing 
to put it all in there because if all these service stations, 


all this investment in idle property, is put in, and all of 
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the service station investment is put in, this huge invest- 
ment, and we are saying they should get a rate of return 

On it, looking at it as part of the marketing expense. 

That is, perhaps, something that the qompany won't want. 
Because, frankly, the people of Alberta, or any other 
rrovince, will refuse to pay a rate of return to the 
Imperial Oil Gompany for the hundreds of thousands of dollars 
they have spent in buying up service station properties on 
which they have not built a service station. I do not know. 
Perhaps that is what it will mean, and what it will do. 

But that is quite beside the point and, perhaps, not any 
coneern of the Commission. Hi, perhans, 16 is Oro jeome 
concern. It will hasten the day and will only add fuel te 
the flames of those extremists who say "The Government should 
take over the whole industry, rationalize it completely, 

and take it all over and then there won't be any idle service 
station properties." Perhaps that is why the company does 
not want it in. 

MR. NOLAN: No. They were taking it out 
long before we had extremists in this Province. That is our 
policy. 

MR. BRAwDHY: If you say it is a prudent 
investment, and Mr. Halverson, I know, would not have said, 
if he were here, that this was an improvident, and a silly 
investment. He would say "No. When we bought the corner of 
Jasper and 108th Street in Edmonton, we did it because in our 
wisdom we thought it was a good place to put a service 
station." I do not know how many thousands of dollars there 
was put into that wmrner, and it probably will continue to 


the end of time and they will get no rent on it. 
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THE CHAIRMAN: Do you mean to gay that nowhere 
in the operations af this company will that be reflectod. 
Would you not expect that to be found somewhere in the 
Canadian operation or somewhere. Or is that money which is 
treated as if it came out of somebody's pocket other than 


this company? ‘Surely that cannot be? 


MR. FRAWLEY: I wonder where it actually is. 
Ct, So Perm thoes. Mere “is it? 
VR. COTTIA: It is in their investments. 


Mr. Halverson says he does not expect the Commission tod 
consider it as an investment upon which he should get a return 
out of the price of gasoline. Now, I think Mr. Halverson 
does not take the attitude that this is an improvident 
investment or a mistake that was made or anything of that 
kind. It was money that was spent by Mr. Halverson looking 
to the future. All Mr. Halverson says is "I am content to 
look to the future for my income, when the time comes that 

Po omecormns, 60, build amseryvice station, there. rae 
never build a service statiom on there then I am speculating 
in real estate and Iam not looking to the gasoline price 


tO pay a return on it." 


MR. FRAWLEY: Where does he get a return on it? 
THE CHAIRMAN: What becomes of it? 

MR. COTTLE: It is just there. it is’ money 
Spent. 

THE CHAIRMAN: Is.ab.., tr6atedragifnosa? 

MR. COTTLE: No, as an investment. 

THE CHAIR AN: Upon which there is no 

Trevunn? 


MR. COTTLE: That is right. 
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MR. FRALEY: Where does the money come from 
to pay -the taxes? 
MR. HARVIE: They are possibly rented in 
Some cases. 
MR. FRAWLEY: We will take the empty corner. 


We have the rents and we have looked at that. 

MR. HARVIE: The only rent you looked at is 
this rent for service station properties. There are other 
properties on some of these lands. I know we have some 
PrOpertics Net service station properties. One® is a house. 
MR. FRAWLEY: We have the idle property 
statement. Just look at it, Mr. Chairman. Here is Exhibit 
"66e", is the idle service station and other property expense. 
THE CHARMAN: Exhibit "662"? . 
MR. FRAWLEY: Yooa7s Now, we have in the 
City of Edmonton, for instance, on the corner of Jasper and 
108th Street, an investment of $20,000.00. The taxes are 
1,000.00. Now, the taxes are $1,000.00 and the other 
expense ig $150.00. They collected there about $100.00 a 
month rent. It happens they collected--~-- 

MR. HARVIE: Just for information, those 

Bre, ectuelly stores on that corner. 

MR. FRAWLEY: Ye Se 

MR. COTTER: Summing it all up in Exhibit 
"65S" the total idle service station and other property _ 
axpense is shown at $22,479.41. The company receives | 
income from rentals on these properties of $17,979.65, 
leaving the company out of pocket in respect of that 
$4,499.76. That is this company's expense in relation to 
the idle property and it is included in their marketing 


expense. 


I a 


eo abu qerg 
Fos FON ps Bi ce: ; a 


ts 


Tat 


ver! de ee nest 


net Bait SetP 
we Oo 


af Te, Sas ab, Bat aque ensity, er 


a iam af, lye ay a 


c 


tas" ‘bo ahaa bey Deh esage be 


- 
A ae ot be ri. 1 


te dugg oh aap an 


~17,364- 


welds ream iey.. Ki. GC. 


MR. FRAWLEY: Then they are seeking to get 
out of a gallon of gasoline, out of the marketing spread, 
the money with which to carry these idle properties. 

MR. COTTLE: To carry the expense of them 
but not to give them a return on it. 

MR. FRAWLEY: Thy the distinction. Why should 
we have anything at all to do with idle service station 
properties? 

MR. COTTLE: The only distinction is the 
POLICY. 02) We company . 

MR. FRAWLEY: Then we live and learn. ferhaps 
lam just displaying my lack of appreciation of the thousand 
Bnd eone COU exivies Of this. I probably understood 1% eb 
one time. Mr. Halverson goes into the City of Edmonton and 
spends p20 000.00 upon a piece of property. He hag taxes to 
pay of $1,000.00. He happens to be fortunate with respect 
to one of those properties that he is getting as much in 
Tontel eas 1% cocvs to pay the taxes. But equally well, 
Oroveb ly next month or next year it will be idle and 1% 
will stay idle for another year. He says magnanimously 

"I do not want anything on my $20,000.00. All I want you 
to pay me out of my marketing spread, I want inserted into 
that an item so that I can pay the Gity of Edmonton taxes 

on that property." 

MR. COTTLE: That may be a little unfair to 
wir. Halverson because I think if it were put to him that 
the marketing expense includes $4500.00 for that item he 
might just say the same as he did with regard to the idle 
property. It was a very small item and no point was made 
Glam ua 

MR. FRAWLEY: It may be a small item but we 
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MR. COTTIE: Prepared by me. 

MR. FRAWLEY: Well, let us be clear about 
that. 

UR. COTTLE: After a careful analysis of 


S-309 I segregated all these items in this one place in 
Exhibit "659". It does not appear clearly at all in S-309. 
This $4,499.00 only emerges as the result of my analysis. 
No point was ever made of it with Mr. Halverson. 

MR. FRAWLEY: But let us make the point now. 
tT mean let us understand whether or not he is seeking, in 
Sither Exhibit "659" or S-509, or Mr. Mayland's 99, Lét ug 
find that out if we can whether or not he is seeking from 
the marketing spread some money with which to pay ---well, 
cannot we tell from this? | 

MR. NOLAN: He has $4,499.00 in his 


marketing expense. 


MR. FRAWLEY: Surely, and that is in the 3.43. 
MR. COTTLE: I think I can speak for Mr. 


Halverson and say that he would be glad.to take this out 
Of his expense. That is the only consistent conclusion 
One Could, come iO. 

MR. FRAWLEY: Perhaps he will. But it is 
just a little diseoncerting to say that, perhaps, Mr. 
Halverson does not want that particular item in his 
marketing expense because I am putting to the Commissi or 
Vourspeiabib “Oo9). and aster ag [eam concerned, 26. is 

at least as reliable as any of the Imperial Exhibits, because 
Mr. Cottle prepared it. Certainly. There is no question 
about that. I am not making any apologies for any of Mr. 


Cottle’s statements. But there is a principle here to be 
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settled, it»seems.to mé. I cannot see any distinction 
between the rate of return on the $20,000.00 ana the paying 
of the taxes on the Edmonton property. Not only the 
$20,000.00 investment, but lumping them all together. There 
is no particular magic in the $20,000.00. I should say so. 
THE CHAIRMAN: Well, Mx. Frawley, at the moment 
I cannot see why a company should not be entitled to expect 
for its shareholders a return on every dollar that they ever 


expended that might be described as a prudent investment. 


MR. FRAWLEY : You see, Mr. Chairman---- 
THE GHATRMANS; LP on apply another principles 


S28 Unis oy principle, ,phen you may get into the field of 
argument whether it may be contended that since, that the 
consumer who is being protected by the machinery of the 
Public Utilities Board should not have to pay more than the 
service is reasonably worth regardless of the investment. 
tneresere two diiferent theories. The confusion .séems, to rms 


to arise when we try to intermix the two. 


MR. FRAWIEY: Let us be consistent then. 
het. ws. pub it. in. I wonder if there is any good reason 
why the Imperial Oil Company does not want it in there. 


They probably have some regard - I am sure they have - for 
publie opinion. 

THE CHAIRMAN: | Whatever we do ultimately, 
wherever it may lead us, we have to take our steps logically. 
MR. NOLAN: it is. not a question.of ,publis 
Opividdyelopisoa, guestion of a fair return.on the used and 
useful property. There is nothing to indicate that it is 
eny CueSsticn «a ‘public opinion, elther in the, evidence or 
anywhere else. 


MR. FRAWLEY:  . The Chairman suggests it should 
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be in. We have to be right or wrong about this. 

MR. NOLAN: © That israeli right. If the 
Chairman says it should be in then it should go in, and 

Ge LS 10. Non because ch “public opinion. 

MR. FRAWLEY: vam sugeesting, ands that: Tava 
i am suggesting that there is not any reason for leaving 

the carrying charge in and taking the return on the invest- 
ment out. I suggest there is not any reason. The company 
says "That is our policy." Then I say "Why this policy?" 

And I make the further suggestion that in my submission in 
any event it naturally follows from that that they might 

be concerned with not asking the consumers of gasoline in 
Alberta to pay a return on the investment of over $200,000.00 
that they have tied up in idle service station properties. 

I say that mignt be what is in their minds. It is not very 
important, perhaps, after all, what I think was in their 
minds. I simply suggest that might have been in their minds. 
I agree with the Chairman there seems to be inconsistency 
about the fact the company says "That is our policy ." 

Perhaps it is not very important. 

THE CHAIRMAN: It might be important if one 
were concerned only with this company. 

MR. FRAWLEY: What you say is this. You 

say the B.°A. Oi). Company or the X. Y. 42 Oil Company is 
sitting on the step avaiting the deliberations of this 
Commission and they say now "They have arrived at a price 
having thrown out or having agreed to the taking out or 

the leaving out of the item of X dollars, the return on the 
investment on idle property." They say that that is not fair 
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THE CHAIRMAN: They might say that shoyld be 
taken inte account in arriving at what is the fair price of 


gasoline. 


MR. FRAWIEY: Quite. 
THE CHAIRMAN: They say “They can afford te 


lose that, and, perhaps, they can afford to cut the price 

of gasoline too in order that we would cease to exist." It 
might be some such thought going through their heads. It 
might be a wrong thought, But after all. we are coming tc 
conelusions about this. We have to go step by step, seeing 
that each one is logical and consistent with the one before. 
MR. FRAWLEY: That is quite so. You have to 
have regard to the other companies. 

THE CHAIRMAN: Certainly so. Mr. Cotthe has 
Siven the reasons for taking one. But that does: not lose 
Sreiwsot the fact there are others functioning. 

MR. FRAWLEY: Which companies will either be 
advantaged or disadvantaged by whatever conclusion the 
Commission comes to with regard to the fairness or otherwise 
of the Imperial price? 

TH?) CHA IRMAN: And mmetime you have to face 
the question as t - after the analysis is completely made 
and your conclusion is arrived at - as to whether or not we 
can be guided by the operation of the biggest and presumably 
the most economical operating company in the whole industry. 
MR. FRAWLEY: Quite so. That has got to be 
faced. I quite agree that the other companies are concerned 
with seeing that everythimg possihle goes in, for their own 
salvation, I suppose. They want the price which is to te 


imposed on the Imperial to be as high as possible for the very 
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fact they have always to follow the Imperial. 
MR. HaARVIE: | AIL we want is a fair retura 
on our investment and not on everything that we can think of. 
MR. COTTLE: Does not the question boil down 
to whether or not the unused property, at least property 
that is neither used nor useful, should be included in the 
vrice siructure? 
MR. FRAWLEY: _ That is right, or anything having 
tO do With 10, carrying charge, rate of returh or ahything 
else. 
MR. COTTLE: I do not think there is any 
question about this and I think that can be assumed that by 
eliminating the carrying expense I am sure that if that were 
put to Mr. Halverson that he would do that. 
THE CHAIRMAN: What do you say, from the 
accountancy standpoint, Mr. Cottle, should be done with 
property - that you have spent $100,000.00 on a piece of 
property and no one denies that the investment was a proper 
and prudent one. [It is an investment which would have been 
made by any prudent investor who knew his business. It 
lies idle. t+ is part of business prudence that it should. 
As between the Board of Directors and the shareholders 


surely the shareholders would expect to get a return on that 


$100,000.00, would not they? 


MR. COTTLIE: I should think so. 
THE CHAIRMAN: They would not eliminate it? 


and say "This does not matter in the conduct of their business,” 
When you go the next step, you say the consumer is entitled 
to say that that prudent investment should not be taken inte 


account in determining what price I shall pay for my gas in 
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order to provide a rate of return on that investment. 

MR. COTTIE: That gets back to the same 
discussion we had on the pipe line. If you will recall 
the 6-inch loop in the pipe line---- 

MR. HARVIE: ! ‘ You were dealing with a public 


utility. 


THE CHATRMAN: Yee, a Cilferen’ princinie. 
think. 
MR. COTTE: I am looking at it from the 


Same point of view and we are discussing whether it should 

be in the investment or mot. If we are not looking at it 
from the point of view of them being entitled to a rate of 
return then we are not concerned with what the investment is. 
We are interested in the cost and what the price is. 

THE GHA IRMAN: If I appreciate where tr. Frawley 
is going, I do not understand Mr. Frawley to be going the 
whole length of saying this should be a public utility. 

MR. PRAW EY: Wo, that is @. 

THE CHATRMAN: He does ask us to accept certain 
PUDIIG UtLLIity principles, the idea of control. 

MR. FRAWIEY: I quite agree. 

THE CHAIRMAN: To a certaim exteut be goes 

that way and he gays "These people should have a rate of 
return on something." Now, trying to reason with him and 
following along his lines, whether we ultimately accept 

his argument or not, we say "Can there be eliminated from 
that upon which the -rate is to be fixed capital that ms 
been prudently invested?" 

MR. COTTLE: Whether it is used or useful 


or not? 
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THS CHATRMAN: Yes. You get vinto the public 
utility field. You immediately say the public are the ones 

we are concerned with. Yoh get a return on the investment 
either in accordance with the service you give or the 
property that is used and useful in the service. "We do 

not caré a tupnence about what you suffer because an obsolete 
plant is thrown into the discard. You can go out of business 
or you can give a certain kind of service at a reasonable 
rate." That is another thing again. Mr. Frawley is not 


going that far. 


MR. FRay LEY: let me put it another way---- 
TH CHA IRMAN: I know I am not putting it very 


happily, Mr. Cottle. 


MR. COTTLE: i seer your point, ie. Charman: 
MR. FRAWLEY : What is the difference between 


a iperrectly idle piece of property, that is still a grove 
eo-trees;: that kind of property, and a piece of property 
that is used for some other purpose, such as the corner of 
8th Street am Jasper in ltdmonton, a dry-cleaning establish- 
ment; or one on which there has been a service station 
erected which might just as well be elosed up. 

THE CHAIRMAN: 't is loging money. 

MR. FRAWLEY : Yes, it is losing money, and 
only a trickle of gasoline going through it. All prudent 
now. Yet use essume at the time that investment was made 
it was prudent. Mr. Halverson wanted his little service 
station and this man in there selling some gasoline, now 
and then. But he says "T do not want any return on my 
empty property," on the corner of 8th Street and Jasper 

in Edmonton. It is inconsistent. Of course, I do not want 


to be driven into the position where I am going to recommend 
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that ail this idle service station property - we are only 
assuming it was a prudent, wise and reasonable investment. 
It might have been the height of rashness to ever have bough t 
Vieteeoonecreon JOCth Street. That is why I simply again 
argue here----- 

THE CHA TRMAN : Ultimately. yousmill heave, ao 
Hecemone. DOGition or the other; that it Should, be in or i% 
snoude be out; I.mean as far as your submission goes. 

WR: FRAWLEY: Quite, but speaking for the 
consumers. of “lLberta, they have emough to carry without 
carrying Mr. Halverscon's idle lots all over Alberta, 
(200,000.00, worth... . $265,000.00 yrth. The thing will 


=, 


pe cesoived at some time, as I see it now. 


? 


INET Coca 
THE CHA TRMAN : THere. 1S. Ho. hurry. Diag igs 
something to be thought about. 

MR. FRAWDESY: Lt. would be very, bitler dor gee 
to have to submit to this Commission that what the company 


itself does not do we should do for them and put this thing 


in, to be consistent, if we have to do that to be fair to 


THE CHAIRMAN: Haven't you got to .follow the 
thing through on your approach. And then you say "Where 


does that lead us?” That leads us to an absurdity, let us 


aesume. You say "All right." Then what is your Next 


approach? What is the next? Is it to be what rasoline 
30648 elsewhere in smaller units? tT do not know. Probably 


Tam just confusing the whole issue. 
MR. FRAWLEY: There ig no use worrying too much 
about the other fellow. There is no use worrying too much 


Sheu wt. Mayland or Mr. Harvie or the other people who have 
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to take the Imperial's price. opedae ir. Halverson 
to-morrow morning could drcp these prices of gasoline 
another cent, and what would seem like a horrible suggestion 
coming from me is just - and one that would be resisted - 
has just got to be accepted by the competing companies, 
until that gets to the ounitive stage. Until it gets to 
where 1% is punitive. Now, referring, to what °-r«: Halverson 
did in October, if Mr. Halverson after two or three menths 
thougny that was not doing its job, that shift hinwatober, 
and so he changed it again, the other companies would just 
have to follow or lose business. Seemingly, according to 
Veweirey, |i tehouwliiite wrons Tor me,te .sugzest ahtyshouldn ie 
arbitrarily done. That is something we have to consider. 
MR. COTTLE: There is another thought came 
To me On that. .1f the reason for doing that, perhaps) this 
snould co in, is the fairness or unfairness at othe) other 
company, then would we not have to consider the other 
company's position? Now, Mr. Halverson has another invest- 
ment in plants that have been scrapped by a change in the 
source of crude, as has the B. A. The B. A. has a plant 
down in Coutts, which is perfectly eapable of being used but 
due to Turner Valley being the source it is sitting there 


idle. 
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Now to be fair to Be A. we should perhaps include in 

Mr. Halverson's investment and Mr. LeSueur's investment 

in the refinery something for the unused properties of 

Mr. Bronsden and his plant, other things of that kind, 

and you would have to survey the whole field from that 

point of view. 

THE CHAT RAVAN : The only reason, of course, being 
that Mir. Frawley does not discuss the operations of cther 
companies, is for the reasons you have given, it is impractical 
Out SO? fT ar a's fos 

MR. RAW LEY: Yes, the ideal thing would be to 
survey them all if we knew as much about them as we know about 
the Imperial. 

TH CH AT RAMAN: If you were able to deal with 

the British Americen that is one of the things you would have 
to speak about, the plant, any plant of theirs which has been 
put into the discard. | 

MR. FRAWLEY: Yes. Let us just be frank,. if 

it was the British American that happened to be this Company, 
in other words, if the Imperial had a plant at Coutts which 


had been thrown into the discard ---- 


TH CHAT RIAN : Yes. 
MR -COTYLS: The Maple Leaf. 
MR. FRAWLEY: The Maple Leaf is really there 


but they have taken the Maple Leaf and kept it separate. 

I would be just as shocked to have Mr. Harvie say that he 
wanted a rate of return on that half section of land down 
at coutts where he had his refinery or perhaps on the value 


of some d@isconnected pipes and tubes which were there. 
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MR. HARVIE: {will be very glad to shock you, 


Mr, Frawley, if thet is the case because I do expect a rate 
of return on that past investment but, as I have said already, 
it would not be the same rate of return but that there should 
be some allowance in the general rate of return allowed to 
give some leeway to look after. that investment and that has 
been our contention from start to finish. 

THs CHAIRMAN: | Mr. Mottte, supposing you were 
concerned from the standpoint of the shareholders of a 
company, - forgetting our immediate problem at the moment, - 
but they were engaged in the menufacturing business and 
10% of that capital investment, the original capital invest- 
ment had become obsolete, or a new machine, perhaps which 
would have been taken care of by amortization under your 
direction before it became Obsolete, but let us say you have 
a brand new machine thst overnight has become useless because 
of some new invention that. you might have --- 

MR. COTTL2: And ceased to be used. 

THE CHAIRMAN: Yes, ceases to be used and useful, 
how do you deal With it in your accounts? 

MWR. COTTLE: Well, if ae particular machine 
becomes useless it then becomes either a capital loss or 

an operating loss. You would have to give me a specific 
exemple before I could answer you specifically. 3 Take for 
instance i7r. Harvie's plant in Coutts, to the extent that 


that plent had not been fully emortized on the books of 


the company ---- 


THE CHALRMAN : YeSe 
WR. COTTE: The company would have to show 


a capital loss. 
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THE CHAIRMAN: A capital loss? 
WR. COTTLE: Leas 
THE CHALRMAN: Then in its report to its shareholder 


of what it had earned over the year, how is that capital loss 
reflected? 

MR. COTTLE: In the report over the years or 

the report for the year in which it becomes a loss? 

THES CHAIRMAN: In both; 

MR. COTTLE: In the year in which it became a 
loss it would be reported as a separate item under ™" capital 
loss", If the profits over the years were being examined 

then that capital loss would be included in the total logs 

over the years. 

THE CH ALRTAN: Yes, and when you are telling the 
shareholders the rate of return on their money which they are 
getting, do you take into account that capital loss; supposing 
the shareholders had put up a million dollars, one hundred 
thousand jollars of which has been thrown into the junk pile. 
Now when the individual shareholders are talking about what they 
get on their money, they are getting a dividend, are they not, 
from the profits? 

MR. COTTL2: That is right. 

THE AT RMAN : Is that dividend not reduced by 


the amount of that capital loss? 


MR. COTTL]: Not necessarily. 
TH! CHALRMAN: Depending on how much money they 


made and everything but is it not reduced, no matter how much 
they made. because they have suffered a capital loss of 


#100,000.09, would they not have made that much if they had 


not Lost that %100,C00,007 
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Mt. COTTE: Well dividends are not necessarily 


paid out of the earnings each year. There is not a necessary 
tie-up between profits amd dividends. 

THS CHATRIMAN : Yes, I think that is perhaps am 
unhappy illustration. Take the individual who has put a 
million dollars into an operation and owing to a new invention 
he has had to buy a new machine. He has had to further 

pay out another $100,000.00 for a new machine and his old 
machine is a capital loss. He has had to buy another. 

When he is figuring what return he has had on his money in 

the oil venture, if it be oil that he went into, does he 
ignore that 100,000.00 as though it had come from God? 

MR. COTTL#: Well it would depend again on 

the circumstances, If it was somethéng which you would 
regard in the nature of a catastrophe, you look at it as a 
capital loss, and that is just too bad but if it is something 
which happens in the ordinary course of events, a machine is 
always wearing out, you regard it as an operating expense; 
over the long-run it is, of course, definitely an expense. 

The distinction between capital and income is merely for 

the purpose of trying to find out what you did in any one 
specific year. Now looking at it from the standpoint of a 
term of years cepital losses resolve themselves into expenses. 
THE CHAIRMAN : Yes, he is going to say, "I put 

up my original million and I put up $100,000.00 more for another 
machine” ,,is,he not? 


MR. COLTLE: Yes. 


GE CHAIRMAN: That makes a million one hundred 
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ml Nave only got 411 told so much money out of this business, 
therefore, I have only had a return of a certain percent per 
year", would that not be proper reasoning? 

Ma. COTTLE: Yes, that would be proper. 

THS CHATRMAN: { mean it may not be how one might 
put it in his books, is that not the bald fact? 

MR. COTTLE: ¥es, I think it is them bala 

fact, I mean the mney has gone, that is all there is to that. 
It does not matter in the final analysis whether you call it 

a capital loss or a loss in the operations of that year, it 

is money which you are not going to get. 

& CHATRMAN: And it all comes back, if he has 
his money in the business, "What have I had in the last five 
years out of this"? 

MA. UGTTLG: Let us go back to the British 
Americen plant at Coutts, if the British American Oil Company 
had foreseen five years ago what was going to happen last year, 
then they would have amortized their plant so that it would 
have been extinguished by last year and in which ease this 
Problem would not arise; nevertheless it does arise, and 

the only reason that there is a capital loss is that there is 
still an unemortized value of the plant on your books.. 

MR. HARVIE: And it is for that reason and these 
contingencies that Mr. Bronsden says, and I think Dr. Brown 
too,did, that that type of industry requires a high rate of 
return, compared with other industries, and suggested 15%.. 

THE CHATRMAN: You say what happened to you at 
Goutts could have happened anywhere? 

MR. HARVIES uxactly. 

MR. NOLAN: And may happen to us in Turner 
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Velley, sir, if our learned friend suceseds in putting 
through his suggestions. i 

THE CHAIRMAN: Mr. Frawley, I am afraii I have 
taken a great deal of your time exposing my ignorance on 
these matters. 


MR. FRAWLEY: It is very Somplex. 


-( The-Hearing was here adjourned to be-_resumed #4.-10.30 A. UL. 
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WAS FRAWLEY: Mr. Chairman, yesterday 
I was about to discuss the rate of return which the 
Imperiel's profit in 198 showed of oeb8(deores, and 
how it was made or constituted. 

Well discussing it tnis 
morning with ir- Cottle, these notes were all pre- 
pared on the basis of what the situation wes before the 
reduction of the 25th of October or for that matter 
without taking inte account the slight reduction made 
on the 24th of July last. Now we were aware of that 
and we were also aware that the reducticns would have 
to be brought te your attention and we thought probably 
by lire Cottle in answer to your queries after we 
adjourned because the figures are there and merely have 
to be adjusted but Mr. Nolan, and I think quite properly, 
has brought to your attention and made a point of the 
fact that the reduction in 1939, the reductions in prices 
in 1929, computed back to 1986 as we have been doing 
throughout, and the Commission understands, amounts to 
¢141,000 of a difference in the profit position which we 
presented to you and that is quite true, quite true, and 
we have been stopping now end re-arranging all of our 
figures and that incidentally is a matter of some delay. 
You will recall yesterday you asked wire Cottle if he 
Coule take the two Exhibits "726" and "734" and re~ 
arrange them in the light, and with adjustments re- 
quired, made necessary by the reductions Pn Way BG. 
October of lr. SNe core prices and he said "Yes", he 


could do that. Now that is quite a good thing to do 
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and I was wondérihng now if IL could,-rather than going 
into,+I can do one of two things; give you the figures 
as they are from the yecord without the cut and then 
let Mr. Cottle adjust them, either in a separate state- 
Mere Or FT need m0t do that, 1 could simply state in 
passing, simply state for your information that ivr. 
Cottle will prepare for your information and I am sure 
that there will be no objection in the world by any of 
my friends, because this is a mere matter of altering 
the profit position in accordance with the $141,000. 
That would seem to me to be a sensible thing and not 
oniy would it shorten somewhat what I have to say, be- 
Gause it does not serve any purpose for me to go on 
talking about 10.57%, when it is not 10.57%; when it 
is something quite different and then when I talk, 
when I say to you, when I want to present to you what 
6% would do, what 6%, reduced to 6% what it would do, 
reduced to 8% what it would do, those things will all 
follow it seems to me more clearly if wr. Cottle gives 
you a substituted statement. Now I wonder if I have 
made myself clear, Mir. Chairman. 

THER CHALIRVAN: Perfectly. It is a mat- 
ter of time. Do you know what wr. Gottle's result 
will be and will you be able to argue from then. 

MER. COPTTLE: Yes, I can state to you 
right now what they will be, right now, what the 6% 
would do, what reductions are required in reducing to 
6%. 

THE CHAIRMAN: Before we start reducihg 


we want to know what the position is now. 
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whe FRAWLEY: Yes, I will give you the 
figure right now, sir, what the profits, what the 
profits,not the ¢489,080.00, not as they were when my 
notes were prepared but as they would be estimated, tak- 
ing away from them the ¢141,000 which is required be- 
cause of the drop in the two prices, the two drops in 
price I should say. 
Well ir. Cottle tells 
me again it is not such @ tremendous job, the Exhibit--- 
THE CHALE. AN ; It makes your argument 
more intelligent if you can say "These are the figures". 
Mine FRAWLiY: Yes it certainly does. 
THE CHéliowN: I mean you are going to 
Lead tO some conclusion from ell this. 
MR. FRAWLEY : Yes. 
THE CHALRM AN: And the test of the 
soundness of which is one of the steps ana they should 
be subject to the criticism of the other Counsel. 
Wh. FRAWLEY: I wonder, Mire Gottle, we 
eve Jt very caretully sei, out-<-- 
THE CHATRual: You might go to some 
other subject and let Mr. Cottle go away with it, 
MRe COTTLE: The revised hxhibits which 
joan, going 60 aendies are in the course of being 
typed now. I may be able to introduce the Lxhibits 
that you asked me for yesterday either this after- 
noon or tomorrow morning at the very latest. iow 
once they are in, that is a simple matter to go through 
the procedure that Mir. Frawley has in mind to explain 


the steos involved in tiaking the reduction. 
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WR} FRAWLEY: ’ It means a reduction of 
a lot of material figures. Now it is a puzzle to know 
just how best to approach it. I think I hed better 
just state now what the conclusion is, what the con- 
clusion is and not give you any of the steps and how 
and why we have arrived at that conclusion, then go 
on to something else and come back, I think it will 
Bi be uy Lapion ts 
THE CHAIHMAN: | Yes. 
Mie FRAWLEY: vome back to what the 
precise figures and the various steps are when this 
material is finished. 
THE CHATS AN; and if it will not throw 
you out of your ésrgument, wouid it not do to state your 
conclusions and go on with your reasoning from those con-~ 
Glusions, I mean they are conclusions in peint of fact . 
MRe BRAWLEY: Yes. 
THE CHAIR AN: GO on with your reasoning 
from there and when these Exhibits are ready, you can 
Bay Gil.swes will have to do,is to put them in to.support 
your factual conclusions. 
Mie FRAWLEY: Guite se and I think I 
could do thate 
THE CHATRMWAN: Then it does not throw 
you out in your argument. 

wre Frawley,as Wajor Lipsett suggests 
WheleyOourare, taking into account, the .drop in. pricge---- 
iuke FRAWLEY: Let me interrupt you 
there, I was quite wrong, quite wrong, wr. Cottle has 


taken into account those price cuts but he has not taxen 
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into account the kind contribution from ir. Nolan which 
came from Toronto in regard to a pesky little Aten r or 
freight, some 14,000 and thet is what is causing, some 
cares «eee | 

Mhe COTTLE: You see; pin; Df am going 
to prepare a new kxhibit "652" and I am going to prepare 
anew list, and wr. Frawley's notes are prepared on the 
hasis of computing the reduction in prices in July and 
October amounting to a change in the net earnings of 
$100,492.55. Now Mr. Nolan's £141,000 change in earn- 
ings includes something in addition to the change in 
price, it includes an increase in the freight expense 

of $12,650, so that his 4141,000 becomes, after deduct- 
ing income tax,%110,580.73, making a difference between 
what the revised figures will be and Mr. Frawley's 
figures, of about ¢10,000. Now I thought it well that 
Mire Hrawley not puting the first figures he had in be- 
cause we would have some confusion in the record inasmuch 
as I am going to submit a new Exhibit "052" and revise 
the other Exhibits as well to give you the up-to-date 
picture and also take into account the change which has 
not yet occurred in the refinery, that is the 23¢ in- 
crease in the laid-down cost of crude, I thought it 
well to wait until I got the revised Exhibits in and 
then make lir. Frawley's notes in accordance with the 
revised figures. 

THE Ché Ina: Is there not another thing 
you would have to consider and that is the increased 
throughput? Dr. Brown has been at some pains to tell us 


what the increased throughput does to the cost of re- 
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fining. 
WR. COTTLE: well that is taken into 
consideration in this, by wr. Frawley, in taking Dr. 
Brown's 5500 barrel plant as the basis for predicat- 
ing his remarks on what the price should be. There is 
no basis, there is no possible basis of taking into 
consideration the effect of increased sales in the 


marketing department. 


MRe FRAWLEY: You go backwards. 
bike COTTLE: Yes, we have to take the 


1938 performance. 

THL CHAIRM AN: Dr. Brown gave us the 
illustration, as you remember, in his evidence as to 
what the Imperial plant did. I do not remember that 
page but showed that an increase in the throughput in 
the refinery ,-which was to me most surprising an ex- 
tra-ordinary difference in the cost per barrel of 
refining. 

MR. NOLAN: there was an uwxhibit, mr. 
Chairman, which showed over the ten year period what 
volume did to cost of manufacturing. It is kxhibit 
MOlLON. 

MR e FRaWwWLLY: ORTVes, Exhibig sor 
shows historically what those costs per barrel, refining 
cost per barrel was and 1928 showed up very favorably 
compared to the others because of large? volume. 

Ane NOLAN: You will remember that Dr. 
Brown took away the British American throughput from 


the present throughput and got a figure which corresponded 
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more or less poeta Holy with the 1928 figures and 

that showed as he presented the costs, that at the 
present time we are not far afield from the actual 
costs in 1957 when the throughput was about the same. 
MR. FRAWLEY: well you see, Mr. Chair- 
man, what I was about to do was to come down to some 
suggested or submitted changes in Calgary tank wag- 
gon pricese Now that is what seems to me I cannot 
very intelligently do. 

MAdOK LIPSETT; Your figures, Mr. 
Frawley now, are we right in taking that they dc re- 
flect this $141,000 less the %12,000?7 

MRe FRAWLEY: Exactly. Now Mr. Cottle 
has just said if you give him a five minutes! adjourn- 
ment he will change my figures completely tc enable me 
to continue, to pursue what I am trying to do. 

THR CHAIRMAN: I think that would be 
better than to go on now. 

MR. FRAWLEY: Yes I think it would be- 
Gause it removes any uncertainty. 


(An adjournment of five minutes was here taken). 


(Page 17,387 follows) 
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MR. FRAWLEY: The situation with regard to 
the 1938 operation, marketing operation of the Imperial is 
that the rate of return of 10.57% was made, not taking into 
account the reductions made on the 24th ef July in third 
structure and on the 25th of October in Esso ani.3 Star. 
Now that reduction was changed, as I will later develop, 
but let me now make the submission to the Commission that 
in my submission the 10.57% is too ereat a rate or return 
to be allowed this industry. t make the same submissions, 
and I merely make them in passing and go on to the analysis. 
i make the same submission. I call the attention of the 
Commission to the same considerations as were brought to your 
attention in cannection with refining, that is, what the 
company did in its all-Canada operations in 1938. 
THE CHAIRMAN: Just let mée.cét this down so I 


understand it. 


MR. FRAWLEY: Yes. 
THE CHAIRMAN: Are you able to. say at this 


Minute, having regard to the deductions made, to which you 


have alluded, what the rate of return on refining was? 


MR. FRAWLEY : Marketing, you mean. 
THE CHAIRMAN: Both. You told us about refining. 
MR. FRAWLEY: . There were not any reductions 


Poerer iting, at the refinery door. 


TH CHATRMAN: You ‘ere taking LYOs? 
MR. FRAWLEY: Yes, as we must. 
THE CHAIRMAN: And you say that the refining 


return was----- 
MR. FRAWLEY: Of ‘c@ures, To cay the rerining 


returl was 12.8---- 
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gd. J. Frewldyj] Kk. ©. 
THE CHAIRMAN: : Is that 14.19? 
MR. FRAWIEY: Aeto in 1938, as appears on 


page 1 of the folder,inixhibit "732", Dr. Brown's figures, 

it was 12.8. 

MR. NOLAN: i nave NOt, pot inatee “Lb peel es6. 
MR. FRAWTURY: PAC, ee oP On Be ee Da 
Browns figure and 14.68 is the corrected figure , corrected 


by Mr. Cottle. Miee 18 excluding the profit on the British 


American run. Loo 08,4 
THE CHaATRMAN: Theat is wwe retining return. 
MR. FRAWLEY: Perhaps if you mark right down 


there,I am not using that in my submission. I am using 

Item Estimate No. 4, so you will at least have my submission. 
I am using Estimate No. 4, what the I: pw rial will do with 

whe new plant, and the profit I am shooting at, the rate of 


reborn |. am shooting at is 15.02. 


THE CHAIRMAN: Which you said was in reality 
14.19. 
MR. COTTLE: Lie Mine. Price. 0 hc Pale Sa merehes 7 


to 2 cents higher than it was on July 3rd. 
MR. FRAWLEY: Theat is quite,right. We, expect 
you to take 14.19 because of the actual fact of the inerease 


of 25 cents. 


MR. COTTLE: No, it is not an actual fact. 
MR. FRAWDEY: Webi 0 Wid le bee 

MR. NOLAN: ae Nol, 10% 

MR. FRAWLEY : | aa right. 15.02 will becom 


14.19 if the Calgary refinery's laid down cost is increased 
2— cents. 


THE CHAIRMAN: Thieh we have every reasun to 
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Suppose it must be because they say they are not taking 


that out of the public. 


MR. FRAVIEY: Diet 28 7 isa ts 

THE CHAIRMAN: They are absorbing. it. 

MR. FRAWLEY: That is right. 

THE CHAIRMAN: =o if we accept your view that 


the 1940 operation is to be accepted as disclosed in page 4 
of Exhibit "732", we get 14.19% return on the refinery? 

MR. FRAWLEY: That is right. 

TH CHATRMAN: On the capital invested in 


connection with, the. refininge operation. 


MR. FRAWLEY: thas is right. 
THE CHalTRMAN: No question about that. «All righ. 
MR. FRAWLEY: faem i have already covered 


what is involved in reducing the 14.19% to 10%, 8% and 6%. 
We have done that. And that is where my .45 cents----- 
MR.COMMISSIONER LIPSET?: Just wait till we get the 

Ores ATA Ld hati. COPTED LT. Le tars. 14.09, does that: depend 
on the price of crude going up to 1.287 

MR. FRAWLEY: Ae MiG COPSNGS Ob, odin, is in 
some fashion increasing the laid down cost by 8% cents. 
Whether it is all on crude or on pipe line or what not, 
lam making the assumption that the net result to the 
DeLwnery .mowever wmuch whe price of crude itse Lf may be 
increased, the net result. t> the refinery in Bast Calgary 
will be 2% cents more. 

THE CHAIRMAN : That is the loading charge. 
MR. FRAWLEY: It is the difference. That 
pect soir ahiwill pe ali exceedingly clear when I make my 
final submission with regard to the passing on of the crude 


price. But for the moment I cannot do any more than ask 
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de we Frawley, is? 0. 
you to assume that the increased laid down cost at the 
refinery jJoor in East Calgary for crude will be 2% cents 
more» 5; 
MR. COMMISS TONER LIPSETT:. At the present moment that has 
not taken place? 
MR. FRAWLEY: fol 4 88, nots 
MA. GOMIISSION GR ~IPSert: At the present moment the 
correct Poeure tO Use Vs 15.27 
MR. COTTLE; NO, mMelither nrice is correct. 
The 4.19 is predicated on the laid down cost being 24 cents 
more than it was prior to July 3rd, which will be 8 cents 
more than it is now, to-day. 
=A. COMMISSIONER LIPSETtT: Does that depend on the price 
of crude going up to $1.28. That 24 cents more does not 
Gere Plece unless the price of crude goes up to #1.28? 
MR. COTTLE : Or, aS .wf.. Prawiley says, some 
other change might be recommended, but the final result will 
be the same as if the price of crude is made $1.28 and the 
pipe line is 94. 
MR. COMMISSIONER LIPSHTT: On te this figure, on your 
Seri ave 82.0). to-day 's price of crude, your figure ig 15.027 
MA. COUTLE : No. of the, fioure) prtom wo 
July 6rd. Because there is a hiatus between July 4rd and 
to-day, in which the refineries have profited by + cents. 
MR. COMMISSIONSR LI-SETT: Is this correct, Mr. Cottle, 
gust to get a starting point, that on your page 4, which 
Mr. Frawley is submitting for 1940, we should take 15.02 
On to-day 's price of crude? 
MR. COTTLE: No, not cn to-day's price of crude. 
Cn to-day's pipe line. On to-day's price of crude and the 


15 cent pipe line, that is what the 15.04 is. With the 15 cent 


Pe ee ee Ps, 
Mo py Gee 


vie . 7 


My! 
t ty Case ' ’ 
eta a a di BS - 


due Pa Le oe Mdinee “< By a wh is meee Aeoe | a 


! 
’ b — 
* > Se ee 
wary ye i.feesa se Fhe jue. ic eee § 
nut, phe SARE, A I, coe 
generator | » vy . 
j =i & 
« , y 
oe Ay ae x2 aye heey Me be " cnn i i ‘ 
, Pai 
“ag 
t ita « r Ne f 
7) ae a 
ote F a need as A a ah A ’ 
ae ee Co ery - "ap on Ai Rah 
* i * vi = ty 5 an ey oe + 4 
ae. oft vot, of° tel eee 8, 
her tee x aba = 1 ee RS oil ; a “ts i Coa 
jb) ys VE Reals ‘ 
w ¥ : i ea a Saf 
’, by 
nt F uae : ‘. § 
t i 5 ae a | \ 
Te GD SR Feu Pace eh eee 7 
ie 
: ee an Yak P my. eh soasng nian 
af ee f oma abn Ti sagty wo tay ake wok A: ~ ve 
’ Sima ‘ Ar, 7 ; Sy SE are 2 ‘i 
' at: ‘5 - on wt ; ’ r ‘ ee : 
SE ce x ek ie Ds ; Fh ea baer Mie ss ar a ie 
oa Cia ; , ‘ ‘ 4 i ea P| itt oe vif a seat nett 8 i" 
a : acs ges A, e ‘4 
a4 ae bi Liter, 26 ay ben oui #4 eA baat 
hs ee ele ai ae een f : 
‘ : , f a 
* Aaa: a Aes uy f bot . 
ey i 
: i & 
df ie - F ci 4 rue + ee fit i) : ¥ 
. . € Ogee ‘ re 
wee ee 
ee 6 ae d + &: yes ‘ ae as 7 ei, las ; | te e ii t are ‘ 
wet Ap ie: i ae " 
ar cut et ta vay ro ti ne 0 dus oall oe PH pene ‘at a 
a i Ney case. be ; ae 


: a Peer ge 
y ia wid Acurn , * " | Say i bbe nt ed LATY ah 


* eat 


‘yak ear 


oe ; ry 7 t i iP Pre. a a " "I os , a ee tt on. 


el: aha » Laade 


-17 ,391- 
uv. ds Frawley, Ki. €. 
pipe line. 

MR. COMMISSIONER LIPSETT: So that the rate of return to- 
day, your estimate for 1940 of the rate of return based on 
to-day's price of eruie is more than 15.024 

MR. COTTLE: It would be if there is no change 
at all in either the pipe line rate or to-day's price of crude. 
The rate of return would certainly be more than 15.02, but 

no calculations were made on that basis, for the reason it 

wes never assumed that the condition that we have to-day 

and had yesterday and had on July 4th would endure. 

MR. COMMISSIONER LIPSETT: Thies 15.02 is based on the 15 cent 
Pipe lins rate and the present pries of erude? 

MR. COTTE: Yes, The 14.19 is based on the 
laid down cost at the refinery of $1.375 compared with $1.35, 
which it was before July ord. 

MR. FRAWLEY: &§ i have said, Mr. Chairman, 

it is understood now I have taken the 14.19 and shown you 

what that figure becomes in refinery door prices when----or 
rather, I have teken the 14.19 and then I have gmbstituted 

for 14.19. 6%, 8% and 10%, and I have shown you what change 

in refinery door prices is required. And that was, using 

8%, »52 cents, or roughly half a cent: using 10%, .35 cents, 
or roughly one-third of a eent, and using 6%, .69 cents. 

That is the situation as we leave the refinery door and 

go into marketing. Is that slear? 

THE CHATRMAN: Yes. But what I want to kmw 


ultimately is what this company made. 


MR. FRAWLEY: Made? 
THE CHATRMAN; What this company’s return was. 


+r 


It is doing more operations than one. I want it separately 


just as you have it, but for my own information I would like 
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to know what the Irpertal Company 's return on operationss 
in this Province was, oh the capital: 
MR. FRAWLEY: Mr. Cottle says wé carnot tell 
you what the total profit was on their Alberta business 
because you take the refinery alone, a ereat deal of the 
gasoline made, or some of the gasoline made in that refinery 
went out into other Provinces. So subject to that limite- 


tien, Ol course, we can tell vou. 


THE CHAIRMAN: Went out to other Provinces? 
MR. FRAWLEY: “ent out into Saskatchewan and 
Mani toba. 

MR. COTTIE: Wheat Tomean is this, you eannon 


take the refinery profit and add it on to the marketing profit 
and add the two investments together to show how much the 

Boe OL Tewrn, was in the Province of alberta, because Ghat 
Just is not so. That is why we divide it into tw compart- 
ments. ‘Ve take the marketing department. That is the profit 


made on the goods sold in this Province by the narketing 


department. 


MR. FRAWLEY: Wherever the goods came from. 
MR. COTTIE: In relation to the investment 
in this Province in marketing. Thea we come to refining 


[wowepare Nopcon erm d with the boundaries of the Province. 
We are concerned with the total operations of the plant 
regardless of where the goods went to. About two-thirds of 
the total sasoline made in the refinery, of course, stayed in 
the Province. The rest of it went outside the Province. 

The whole profit on the refinery is, the historical situation 
is that they made 12.66% on their refining investment. 


regardless of where the gasoline was sold. 
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TH! CHATRMAN: what does it matter whether it 
was sold in the Province or not so long as the assets in 

this Province produced that? 
MR. FRa‘LiyY: The 12.68%, that is the figure, 
= Unink, vou are locking for. 
THE CHATRMAN: That is refining. 


MR. FRALEY: *efining. 


MR. COTTLE; That is what they did make. 

TH: CHATRMAN: 162. what? 

MR. COTTE: 12.68. 

“R. FRAWLEY: That is what they did make in 1938. 
MR, COTTLE: Dr. Brown says they are going to 


make---the plant that that was made on no longer exists. 
MR. FRA EY: and that is why we say that we 
should go to Dr. Brown's estimate of the 1940 picture. 

THE CAATRMsN: All right. Wherever the goods 
went in the 1940 picture, there is a rate of return, allowing 
Por this 2s cents, of 14.197 
Ma. COPTLAS Theat is right, Sir. 
THE CHATRMAN: On refining? 
MR. FRAWLEY: ¥es. 

THE CHAIRMAN: You are going to give us the 


Fate of return on marketing? 


MR. FRAULEY: Yes. 
fH CHaIRMaN: On the same picture? 
Mi. PRAT UY : Yea. 


THE Cilia T RMAN : Do you mean to say you are unable 
to tell me what the rate of return is to the company who is 
performing both operations? 


ive COPTLE : It would be a very misleading 
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picture, Sir. It wuld be averaging two things which 

should not be averaged. 

MR. FRAWLEY: We had a profit at the refinery 
door ona gallon of gasoline that the refinery sells to 

Mr. Halverson, we add to that profit the profit that Mr. 
Halverson makes on that gallon of gasoline while he has it 
tn ne v-hendl ine. 

MR. COTTLE: That is quite a differen? 

story to adding the total profit on all goods manufactured 
in the Calgary refinery to the profit made on that operation 
on the goods whieh were sold in Alberta. 

THE CHAIRMAN: me, COtLle, tam a shareholder 
OF Imperial -OiiY lew us say. I want to know what return 
this company has made on this capital investment. Eas 

Mot ¢sre-1f it ts odivided into forty departments for the 
purposes of carrying on its Eusiness. 

MR. COTTE: Surely you are not concerned with 
adding one department to another department when there is a 
rere =departmeny to pe added to get the proper picture. In 
order to get the full picture you would have to get the 
Calgary refining investment and profit and the marketing 


investment and profit and the Alberta marketing investmer.t 


bras} 


and profit and the Saskatchewan marketing investment and 
profit and the British Columbia marketing investment and 
profit, ard we have not got these figures. The only other 
Wey "yo: can’ do it is to take that portion of the Calgary 
refinery investment end arbitrarily take a slice of it and 
say "his is Alberta,” and take a slice of the profit and say 
"Mis is Alberta" and then add that to your alterta 


marketing operations. You see, in the one case we are making 


~ b88. 


rate a 


ay 
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a geographical department. In the other case we are making 
@ plant profit. To add the geographical profit to the 
plant profit will give you a figure which might be quite 
misleading. 
MR. FRAWDEY: Nobody has attempted to go to 
the Calsary refinery and, as you say, take a slice of that 
and say that is the capital investment that is used to make 
the goods that go into Saskatchewan. That is a thing that has 
not been done, of course. 
MR. COTTIB: That 18 rights 
MR. HARYVI@: If you take 30%, that does go 
into Saskatchewan approximately, am take that off the 
throughput in Alberte, it would considerably increase the 
réfining cost in Alberta. 
MR. GOPTTLE: If those goods were not refined 
but you cannot destroy the fact, of course. The only way 
you can get the real total picture would be to take the 
Western Canada operations as a unit and take the two 
retineraés in the three Provinees and then add them together 
and make some allowance for tne goods which came from Sarnia 
and Ioeco and then the shareholders would get a 
Proper Picture, Without that the shareholders, in my Opinion, 
cannot possibly get a proper picture of the company's 
Operation in Alberta by adding the Calgary refining to the 
Alberta marketing department. Because the two are just not 
connected that way. ie al the Galvary refinery Gia was 


to make gasoline for the Province of 4lberta that would be a 


different story, of course. 


THE CHAIRMAN: | Surely that provides you with 
difficulties, does it not, Mr. Frawley? Are you not concerned 
that this refinery in Alberta, we will say, is making 


gasoline for Alberta and for parts of Saskatchewan? 
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MR. FRAWLEY: Yes, and a little bit of British 
Columbia. 
THE CHATRMAN : You co not know a thing about 


British Columbia or Saskatchewan? 

MR. FRAWLEY: Ye de not know----- 

THE CHAIRMAN: Bus you say the price of gasoline 
in Alberta should come down? 

MR. FRAWLEY: Yes, 

THE CHATRMAN: even tiougn this very refinery 
has lost money in Saskatchewan and British Golumbia and igs 
doing & proper refining and marketing business in shipping 

to those places? 


WR. FRAWLEY: hes me see if t wnderetend. you. 


ar 


In what way can it be said that it works a disadvantage to 
the company, if you do not know? 

THE CHATRMAN: YOu say they make 4 rate ca 
Teomiru of 12019 of the 1940 operation? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: Cupposing we had the picture for 
Saskatchewan and Bastern British Columbia, might not tnat 
well reduco, that 14.19 or inerease it? 

MR. COTTIER: No, the 14.19 is based on the 


a 


ption,; of gourse, that 


average of everything and on the agsum 
the goods sold in Saskatchewan are sold at not less than Alberta. 
THE CHAIRMaN: You\ere quite right. Your 

14.19, that was refining, et us have marketing some time. 

We are going to have a rate of return on that. What was that? 
MR. DFRA'YLEY: that was 10.57%. 


MR. NOLNAN: Now, was it 10:57? 
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MR. COTTIE: 411 you can say,it would have been 
£0567 
MR. NOLAN: Yes, it would have been 10.57 


if the business done in 1928 was on the prices in existence 
at that time. 

MR. COTTLE! iI think you can say it was very 
Glose to the same figure, Mr. Nolan, because in Exhibit "281" 
you will see that the reduction in inventories just about 
offset the reductions in prices. 

MR. NOLAN: Never mind: It is not the 
proper position now, and I do not kmw why we have wasted so 
much time talking about it because it is not an actual 


figure at the present price. surely 2F 1 am’ to be 


judged I am to be judged on present praces. 


Gs) 


MR. FRAWIEY: WoL) jo I atl goings to see .you az 
Judged on that. My submission will permit of you being 
judged. 

THS CHaTIRMAN: What is your cémparable figure 
to the 14.19, for marketing? 

MR. COTTLE: After making the adjustments 
it is 7.56%. After making deductions for the price drop in 
wuly and the drop in October: 

TH! CHeaTRMAN: Am I not right in thinking that 
this marketing body might have lost money or have made money 
over and’ above the 7.6 rate of return in respect of that 
part of Saskatchewan and that part of Zastern British 
Columbia. Could not that figure be affected one way or the 
othe r? | 

MR. COTTLE: No, Sir, bécause’ the 7.66 is 
the profit on the marketing that was done in alberta, and 


that is quite separate from the marketing that was done in 
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Saskatchewan. 
THE CHAIRMAN: Well, I know. If I owned 
that refinery, you see, I would not be happy becdausé ft had 
made 7.56 in Alberta if I also was serving Saskatchewan 
and British Columbia and I suffered a loss equal to that. 
it was my refinery. 
MR. COTPIE : That is regarding the marketing 
depertment as part of this refinery. But it is not any 
more so than that part of the refinery is part of the 
Alberta marketing. 
MR. COMMISSIONER LIPSET?T: Would it not be fair to consider 
it as part of the refinery from this point of view, Mr. 
Cottle, that if there was in fact a loss being made in 
marxeting in Saskatchewan and in British Columbia that the 
marketing department might go out of existence, in which ease 
your throughput in the refinery would be correspondingly 
Feduced? 
MR. COTTE: That is possible and that is why 
the ali-Canadian picture is not the same as the Alberta 
picture. They might have lost momey in Ontario, for all we 
know, or they might have ace & Lot of money in Ontario, ico 
all we know. 
MR, COMMISSIONER LIPS"TT: That is different. That doses 
Hot affect the Galeary refinery. 
MR. COTTLE: No, but the Province of Alberta 
is affected by Sarnia because the Province of Alberta gets 
moods Lrom Sarnia. 
MR. COMMISSIONER LIPSETT: as I see the effect of it, 
supposing, for quite a hypothetical case, there was a loss 
made in marketing in British Oolumbia and Saskatchewan 


sufficient to drive the company out of that mafket, that 
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would again reflect on the refinery with the lesser through- 
put and substantially increase cost of refining. 
MR COTTLE: That is qtiite true. If the 
Imperial Oil pulled out of Saskatchewan completely it wold 
eértainly adversely affect the Calgary refinery. No doubt 
about that. 
MR. COMMISSIONER LIPSETT: What you say is this, that 

in the absence of evidence that any such thing as that was 
happening, or likely to, we do not need to consider it. 
MR. COTTLS: I do not see how you can very 
Wells | it 18 Tair wo assume the Imperial O11 is still goitig 
to do business in the other Provinces. ‘“e are concerned 
with how profitably they do business in this Province in 

the best way that we can. Now, if the Imperial Oil say 

set up separate companies in each of the Provinces we 
Migny be able 16 get sn exact division of their total 
Canadian business as it pertains to the Province of alberta. 
ALi that we can dO 18 to consider the goods that they geil in 
Alberta and see how mueh money they make on them. 
MR. COMMISSIONSR LIPSEtTtT: In the absence of any suggestion 
Or evidence that they lost money in these other provinces, 
we may assume they are making as much, or at least a 
reesoneble rate Of return in those provinces. 
MR. COTTLE: I do not think we need to assume 
that they did at all. That they are making or losing money 
ii the other provinces. I do not think we are concerned 
with what they are doing in the other provinces so long as 
they continue to do our refining. if they still do 
business and use our refinery----- 


MR. COMMISSIONER LIPSETT: But if they were losing money in 
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other provinces they might casily say "We are not going to 
continue marketing." 
MR. COTTLE: Theat 1S possible. 
TH: CHATRMAN : Hh can understam why you would 
be concerned with knowing what the Alberta refinery did 
and gay you did not have to examine the whole Canadian 
biGture. here i8 an Alberta o11 field and an Alberta refinery 
using this oi] and selling it. Now, they are not sélling 
(Iota re etitax, They are not selling it in montreal 
end Uhney are not selling it east of the Line, that we know of. 
I think we would be concerned if we were examining the 
Alberta pieture to know what that Alberte refinery, having 
refined &lberta oil, did with it. Where it went. What it 
@O5%, enc keep the Alsverta refinery as a separate thing. 
WR. FRAWLEY: HOU G€6Nn0t, Sir. Perhneaas we 
should have gone out of the Province of Alberta into the 
Province of Saskatchewan -— but that line has never been drawn 
Bacall, (me lime whieh is the extreme easterly limit of 
Bh anente. et products from the Alberta refinery. 
THE CHATRMAN: We are predicating everything 
on the 1940 operation and we have been told what the economic 
dine is for that. 
MR. FRAWLEY: No, that is Regina. We have 


never had this line. 


THE CHATRMAN:  . You are quite right. That is 
Regina. 
MR. GOITLE: As far as I understand it, it 


does not make any difference to Mr. Moore where his gasoline 
from his refinery goes, whether it goes to Swift Current in 


Saskatchewan or to British Columbia or stays in Alberta 
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Because this refinery serves en economic area, the prices 

of which are Calgary plus freight with the exception of the 
fringe in Southern Alberte and perhaps in Southem Saksatchewan 
byt the price in all this economic territory is Calgary plus 
Prei ght and the performence we have shown on the Wxhibits 
which resulted in ‘is refinery profit of the 10.68% or 12,68% 
rether are baesec on the Calgery tank wagon price less a 
certain spread. 

TH! CHAT HAN; Calgary plus freight is all right; 
if you are looking et it that way but should you not be only 
concerned with the refinery operation and not marketing at 
all, 

MR. COTTL3; Yes, and we are, sir, and that 

is why we have dividea it that way. 

THs CHAIRMAN: You are now taking into account 
Wheat they meade on marketing.» 

MR. COTTLE; No, sir, this is a separate company. 
The. only way you ¢an regard this is to regard Imperial Oil (a) 
as a refiner and Imperiel Oil (b) gs e marketer and keep 

them ebsolutely distinet and that is why we hevye taken the 
4ébborst price as the basis bat if you take the Refining 
Depertment, now when we are looking at the Refining fxhibits 
we are looking at the Imperial Oil as a refiner in this 
province and nothing else and selling its goods --- 

MR. FRAWLAY: To Mr. Halverson he says. 

WR. COTTLE: Or to anybody tobe sold in 
Saskatchewan, to the North Star, to anybody. 

TH CHAERMAN 3 That is quite understandable if 


you saw thet off there. 


Mat GO PL Las That is whet we have done, sir. 
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TH CHAIRWAN: But Mr. Frawley goes another 
step and he says, “Now I want you to look at the marketing 


picture’ ,-is that not: it? 


‘MR. FRAWLEY: That is quite so. 
THE CHA IRV AN: Now he says they have made a 
profit which is unreasonable, that may not be his 


Submission but he says there is some vorofit made in marketing. 
MR ° FRAWLEY : Ye Se 
THs CHATRMAN: Which you should take into account 


together with the profit made in refining. 


Vay COTTLE? No, he dcesn't- say that,-‘sir. 
MR. FRAVLEY: No. 
MR. COTTLE: No, he says, "You are a separate 


company with a separete investment," end ‘how much money did 

you make in that with relation to the marketing department." 

THE CH ALRMAN: But he is going to say that in 
considering that, “although I know you,-ary. Alberta Company, did 
some marketing in two other provinces, I am going to ignore it," 
‘is he note? It is a separate marketing company, we will say, 
the refinery has sold to the marketing company and the refiner 
as such ~does not cere a tuppence where that oil went, it is 


the price at its refinery door. 


MR. COPTLeE: Thet Us ign t. 
THE CHAIRMAN : And so it can be thought of as a 


purely Alberta operation. pe) 

MR. COTTLE: Yes, and not refining atiall, 
buying gasoline. 

MR. FRAWLEY: Buying gasoline from the Calgary 
refinery; buying marvelube from the Sarnia refinery and so 


en, buying, that is hr. Halverson's marketing department. 
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TH: CHAIRMAN: The merketing department is buying 
but you say the refining department has the price at the 
refinery door, 

MR. FRAWLEY: Yes. 

TH" CHAT RIAN: So you saw it off without difficulty, 
It does not care where its goods go, They cen take them to 


India so far as the refinery is concerned. 


MR. FRAWLSY: 166% 18) Tl oats 
MR. COTTLE: Yes, that is right. 
THE CHSIRMAN: But I am putting it to you that 


your suggestion is that we should do something more than with 
the rate of return on refining when we think of this company 
6s a company and we should make a recommendation which affects 
this company 3s 4 conpany, you are going to ask us to think 


of this marketing in Alberta end you are going to tell us it 


MR. FRAWL:Y: I say this, hir, Halverson made a 
profit of so much in his marketing, using the price at which 
he bought it from Mr. Moore, he made so much money but 

Mr.. Moore made so much money in selling it to ifr... Halverson 
and thet is the only place I add those two things together 
and: I say thet the company with respect to one gallon of 
gasoline merketed in Alberta made two profits: (a) a profit 
made in refining and (b) a profit made in selling it and that 
is the only time I tie them up,..is that not right? 

Porat GUI The. Thet 16 Trient.. 

THE CH ALRMAN : 4nd all I em querying is the 
soundness of your submission with respect to the merketing, 
You think of them as a separate company in rerinine and in 


marketing and I am queryine whether or not those figures would 
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be apt at all if it were not for the marketing company that 

is taking that product away from them et a price; without 

the marketing company or division they would not have the 
throughput they heave, 

MR. FRAWLEY: NO «. 

THE CH ATRMAN ¢ And if they did not have the 
throughput they have, as Major Lipsett has said, the refining 
costs would be very, very much higher., Dr.- Brown has told 

us thet in no uncertain terms. I do not remember the Exhibit 
that Mr, Nolen referred to but I do remember Or.- Brown's 
evidence very well and it shocked me. 

MR. FRAWLEY: Perhaps you could put it this way, : 
that the Calgary refinery is in the fortunate position at the 
moment of having three merketing divisions to sell to; let us 
understand it in thet language, that is it,. 

THE CHATRMAN : That is really what you are saying 
and you are going to ignore two of them. 

MR. FRAWLIY: © That Mr. Meoore is selling, is this 
right, lr. Cottle, that the Calgary refinery is selling to 
three marketing divisions of Imperiel Oil, the British Columbia 
division, lr. Halverson, wel. Mr, Stevens, the Alberta division 
and paenodss over in the Saskatchewan division, in part, near 
@ small strip around Swift Current. Now if, you think that 
is a circumstance which throws us out of gear that at least 


is the correct way of putting iit, is that right Mr. Cottle? 


MR. COTTLE: Yes, I think we are looking at it --- 
THE CHATRNAN: | That is the way you approach it. 

MR. FRAWLEY: . That is all we are doing. 

MR. COTTLE: First of all we look at Mr. Moore. 


Now all the way through as we have said, we keep the refining 
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department separate from the marketing department. We went 
to great pains to sever them so that we could get an inher iigent 
look at them. 
THE CHAIRMAN: All right. r) 
MR. COTTLE: We take a lo@k at lir. Moore as one 
person as a refiner and we find out what is the reasonable 
price to assume as being his refinery door tank car price to 
everybody, including :f, Halverson and in doing that we find 
out what he gets from the North Star and all the other jobbers 
and we say, “That is the refinery price from which to make 
our assumptions." Now looking at Mr. Moore, getting his 
money from anybody, whether it is itr. Halverson or Mr. Stevens 
Or the North Star or whoever it is, we find Mr. Moore does 
such and such with it, he makes so much money and we have greet 
volumes of Exhibits prepared to find just exactly what he did 
do, in addition to which we have Ur, Brown's estimate No. 4, 
in which he says he is meking 14.19%. 

Now just dealing with that alone, 
Mr. Frawley says that if thet return had been, instead of 14.19% 
only 10%, Mre Moore's price could come down a little bit; if 
it was 8% it could come down some more and if it was 10% some 
MOré. 

Now that price having come down a 
little bit, we then go and look at Ir. Stevens. Mr. Stevens 
is the merketers Now the Exhibits are prepareu on Mar. Stevens 
at 8.66 cents at the Pee imei for his gesoline but as a result 
of the introduction of ifr. Moore, we find that should come down 
say +3 cents and then we look at it, ilr. Stevens’ profit, 
cn the proposition of 6% instead of 7.54% or 7.7*%, we find 


that Mr, Stevens could have narrowed his price a little bit 
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but not only would he narrow his price a little bit but if 
Mr. Moore narrowed his price you would have the sum of the, 
two of them and that is the only reason for adding the two 
together. 

TG= CHAIRMAN: Sure, you say if Moore comes down 
as a refiner. 

MRe COTTLE: Yes « 

THE CH AIRMAN: These marketers should come down 
coresspondingly because they could sell for less. 

MR. COTTLE: Quite, 

THe CHATRVMAN: Theat is very simple but that coes 
not touch my point. I say this marketer, since he happens 
to be a division of this refinery, supposing the refinery was 
marketing itself, put it that way? 

MR. COTTLE: Then you would have a different 
SLouUat Lon,” Sir. 

MR. FRAWL&Y: How different, in what way different? 
MR. COTTLi: You would have a different organiz- 
ation and everything else. 

THE CHATRMAN + I know but at the moment I cmnot 
see that a company because it operates,it carries on its 
operations in departments ---- 

MRe FRAWLEY: | Mire cheLrmen === 

MA. COTTLH: This company does not. We have 
made this department for this company. This company makes 
no distinction between the two departments and in order to 


get this picture we have to departmentalize it. “therwise 


we get a hodge-podge. 


MR. FRAWL3Y: Let me explain this, Asie only 


as a result of Mr. Cottle's work that we have divided this 
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thing up; right from the very beginning. Mr. Helverson does 

hot pay enything et the refinety door for his gasoline. The 
gasoline is not even invoiced from the refinéry to Mfr. Halverson, 
just so many gallons of gasoline, just a hodge-podge to Mr. McCrat 
in the Accounting Department in Toronto, 

THE CH AL RMAN: I understand that, that Mr. Cottle 
artificially set this up and from the books of the compnny he 
makes a@ severance which permits of an examination of the two 
operations separately but all I am querying at the moment is 
when he is making thet severance, can he, in good sense, make 

a further severance on the basis of which this marketing is 

dome frcm this one refinery, which is a thing apart for the 
purposes of this discussion, whether its product is marketed 

by that Alberte division, unless you are going to subdivide 

it egain into three branches and only look at one of then. 

MR. FRAWLEY: whet I would like to understand is 
what you think the defect is in the reasoning or in the sub- 
wissien, it could only be on the proposition of Major Lipsett's 
but supposing that the marketing, that everything collapsed 

in “astern Saskatchewan, I mean Jtastern British Columbia and 
Western Saskatchewan, thet is aellwe have to worry about, just 
those two strips and then we would have lesser throughputs 

and the cost would go up. We have to first make that assumption, 
have we not? 

THE CHAIRMAN : Should there be a marketing loss 

in Saskatchewan, if there could be @ marketing profit you 

could visualize a merketing loss. 

MR. FRAWLEY: Yes, and let us follow it through, 
assuming there was a marketing loss. 


THE CHAIRMAN: As 1 sey, if there could be a 
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marketing profit, there could easily be a marketing loss. os. 
WR. FRAWLY: Yes, if there was a marketing lcss 

in Saskatchewan how would thet get to affect the Calgary retinery, 
the Calgery Refinery operation, unless they just stopped, stopped 
end said, “We are going to discontinue selling gasoline in West- 
ern Saskatchewan and therefore we are going to discontinue that 
throughput, decrease that throughput through the refinery," 

and if all that hed been done,the Celgary refinery would be 

still selling their gasoline at 8.66 cents at the Calgary door. 

ss You ‘say, Mr. Helverson could take it to India if he Liked 

er take it to Western Seskatchewan and lose money on it or 

keep it in Alberta and make money on it, 

THE CHAIRMAN : thet does not affect the refinery 
loss, in the indirect way we have been talking about ite 

MR. FPRAWLZY: Tie Le Sieh ts 

THE CHATRMAN : Are you going to make another 


submission about marketing? 


MR. FRAWLEY: Yes, in Alberta, 

THE CHATRIMAN : may their reve, or £return (is) hou 
high. 

MR. FRAWLEY: Yes, make that submission. 

THE CH ALRMAN: Now it is to that I am directing 


my attention; can you make that submission by the subdivision 
of your marketing effort into these three provinces, one 


Alberta, one Saskatchean and one British Columbia, 


MR. FRAWL3&Y: I do not run over into Saskatchewan 
pencwnie cco ter 91 ao mot \run.over into Saskatchewan at all. 


Mine COMLLES: Not at all. 
MR. FRAWLEY: We keep this all in the four 


corners of the Province of Alberta. 
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TH? CHAIRMAN: So far as the refinery is concerned? 
MR. FRAWLEY! Certainly. ‘THe refinery sells 
to me in Alberta, a marketing branch in Alberta, that 


man's name is Stevens, we say Stevens, the marketing department; 
the refining department sells to Stevens and it is Brown in 
British Columbia and Smith in Saskatchewan, the refining depart- 
ment sells at 8.66 cents to Stevens; now Stevens does not 
sell a gellon of gasoline outside the geographic limits of 
Alberta. If it is a hundred yerds outside the line it is 

sold by some gentleman over in Regina. 

THE CHAIRMAN: Yes. 

Wie COLTLES And the cost of-selling it is 
recorded in Regina. 

MR. FRAWLEY: That is the Regina marketer, the 
Saskatchewan marketer but Mr. Stevens does not put his product 
outside the province of Alberta. That is why we know his 
business, we know his business quite definitely and it is 


limited by the geographic limits of Alberta, 


MR. COTTLE: . And he is not concerned where 
it comes from; SB Louw or it comes [ron Sarmia.s 
THE CHATRMAN: I perhaps do not understand that, 


end you say that the merketing in British Colum 23, yes, 

in Britian Columbia and in Saskatchewan is not done by the 
marketing branch that you are examining into here. 

MR. RAWLEY: NoOvreatoail.. Nov et ved. That is 
fine, if that is the problem. 

THE CH ATRMAN: That is Alberte. 

MR. FRAWLEY: The Company as a marketing division, 
Mr. Halverson sits in Toronto and he directs the operations of 


9 gentlemen, instead of one, in each of the provinces of Canada, 
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ae gentleman in British Columbia, Mir. Stevens in Alberta and 
so on, that is the difficulty, there is a geographical division 
in the company's set up but we are able to follow the Alberta 
Cae =-n 

THE CHAIRMAN: In the company's own set up they 
have made that clean-cut division. 

MR. FRAWLEY: In markeving, that is right, but 

in refineries, they have the three or four or five refinery 
areas and they run over provinces, they disregard provincial 
boundaries in their refining. 

MR. «COTTE: No, they do not worry about areas, 
it 1s what goes on in the confines of that particular refinery 


that they are concerned about. 


MR. FRAWLEY: | »Areassdo. 20t arise at ale, 
MAJOR LIPSETT: _ If you once assume, Mr. Frawley, 


I do not know why you co, but if you do assume a loss in 


marketing in either Saskatchewan or. British Columbia --- 


MR. FRAW LSY: Yes. 
MAJOR LIPSETT: Are you not up against this diffic- 


uULty, thet im order to induce a refinery or that marketing 
branch to continue marketing at a loss, they must get an extra 
return at the refinery to make it up, if you cut the refinery 
down to the bone, in other words, would they be justified in 
continuing on an assumed loss in ite Wiahieaeae 

MR. FRAWLEY: Well, those marketing areas I say 
would have to stand on their own feet, Mr. Moore would still 
be entitled to sell his gasoline at the jobber's price, at 

the established refinery door price and Mr. Halverson could 


make money on it in Alberta and lose money on it in Western 


Saskatchewan. 
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MATOR LIPSSTT: But would it not be desirable 

for this refinery and this province, to pay 6 little extra 
and give a better return on the refinery here, to encourage 
the company to sell at a loss in Saskatchewan because other 
wise if you reduce the throughput you are going to inerease 
the cost of gasoline in the province, I mean, I do not know 
why one should assume that loss but if you do? 

MR. COTTLS: would that be so, Mr. Commissioner, 
when the Company tells us thet their prices in Alberta are 
besed on competition and they are the highest they cen get 

in any ease and that béing so it would still be worthwhile 
perhaps for the refinery to have thet adcitionel throughput 
even if it does involve a marketing loss in Saskatchewan 

in order to avoid the very serious penalty in reduced through- 
put at the Calgary refinery which they couldntt get at an 
increased price. 

MAJOR LIPSSTT: I understand the submission of 
‘Mr, Frawley was that while these prices which they have are 
the highest they can get under competition, that they should 
be reduced in the interests of the Alberte public. 

MRS COTILE Yeas, there is that about it and 
then, of couse, there is the converse of the proposition, 

if there are very, very large profits in Saskatchewan which 
you could assume just as reedily eas losses, then it sould be 
submitted on thet basis thet prices should be a lot lower. 
MAJOR LIPSSTT: Yese I say I do not know why 
one should essume a loss but I do not think that Mr. Frewley 
can say that he is prepared to assume a loss and say thet it 
does not reflect back on the returm thet they should get on 


the Ccolgery refine ry. If one assumes .a loss they would have 
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to get a little more in the refinery to cover that loss. 

MR. FRAWLEY: They would have to continue to 

sell. I teke it they continue to sell in Southern. Alberta 
elthough they cannot successfully buck that Montana competition 
down there without e loss but, Mr. Chairman, having had explaine 
to you the precise subdivision of the marketing depsrtments of 


the company, does thet help to clear the matter up? 


TH? CHAIRMAN: Yee, I understand your point now, 
Iv think’. 
Mrs FRAWLEY: shat is why I think we can say, 


we ecm discuss With perfect confidence what they do in 
Alberta. 

Now, my proposition is that 10.57% 
which is whet the profit of §389,080.89 works out at, it 
has been demonstrated; es I will presently point out, that 
the 10.57% is in my submission too great a rete of return 
and all I want to say about that is simplv to call your 
attention to what I ssid yesterday in connection with marketing, 
with refining rather, and now might 1 go at once to figure out 
for you Whet this meens, teke 6%, take 6% as the rate of returi 
and my submission there now is, so there may be no misunderstand- 
ing, it is that the recommendation of this Commission should 
pe that the rate of return ranges from a top of 10%, - end I 
am prepared to say a bottom of 6%, - should be recommended, 
Now calculations can easily be worked out, JI have not worked 
them a@11 out at at 6, 8 and 10, I ean have not worked out 


the whole process but I have worked out one process, which 


only will take a minute to put into the #scord +--= 
TH: CHAIRMAN: Merketing now? 
MR. FRAWLEY: Merketing now entirely. 


THE CH ATRMAN : You said the same about refining. 
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MR. FRAWLEY: I said the sand respecting the 
refining, that the Commission should be impressed with the 
fect that ee rate of return should only be allowed which wbuld 
give the Alberta consumer a price which would be the result 
of as good competition as exists in the rest of Yanada. Now 
thet is my submission and I do not intend to repeat that. 

Now then 6% of $3,681,634.93, 
which is the cepital invested in Alberta, equals $220,898.09 
so therefore there are excess profits on that basis of 
$168,182.80 or in other words the earnings were too high by 
#168 ,120,80. The price cuts in July and Uctober of 1939 
would have made the foregoing profit, of, would have reduced 
the foregoing profit of $389,080.89 by #110,580.73. Now then, 
that would have adjusted the rate of return, that very decrease 
in the profits, would have reduced the rate of return from 
10.57% to 7.56% and there is right where we arrive at the 
7.56%. © 

Coming down to date,‘ therefore, 
it is troper to say that the earnings were too high now, 
it is proper to now say that the earnings were too high 
by $57,602.07 if the present prices, the present prices , 
using the figures since the 25th of October, 1939, had been 
in effect throughout 1938; therefore to reduce earnings 
by $57,602.07, the figure I have just given you, pres&nt 
prices should be reduced by $73,848.81; the difference 
between those two figures. 

Now then this reduction must be 
applied to one or more products. Our submission is that it 
should go ageinst leaded gasolines because of the fact that 


Dr. Brown was of the opinion that the differential between 
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Third and "Q" was too high and the best he could say about it 
was that when he left it, to say, "I do not know whether or 
not the shrinkage brought about, the shrinkage in the differ- 
ential brought about by the reduction in Sthyl and "9" of the 
25th of Jctober was or was not enough." 

Now it is just for thet reason in 
applying, in making my submission, I am submitting that this 
reduction which I have spoken about and which I will continue 
speeking ebout for a moment, should go ageinst leaded gasoline. 


Now I have a short calculation 


here = 

THe CHAIRMEN : Now what are you going to reduce? 
MR. FRAWLSY: Athy.) ano a" *, 

THE CH ATRMAN: @obyl and "GO" and you ‘say, end 


you say with these cddcitionel figures, we are going to have an 
exact picture of what we are going to have today. 

MR. FRAWLEY: No> this is it, we Gid it during 
the short adjournment so it is all here. 

TH! CHATRMAN: yi oo Core? 

MR. FRAWLZY: Yes, everything which I have read 
into the record now is right up to date. 

THE CH ATRMAN : What are those rates of return 

to be changed to? 

MR. FRAWLEY: T am changing it right now, the 
calculation I gave is 6% and then all you have to do is to 
change that to 8 or 10 in accordance with my submission. Tf 
Com ac ub ae © or Lf cowld cdo it at LO. = eouldido it at 6. 
I am running throu en the calculation at 6 and then I am going 


to give it to you at once. 
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THE CHAIRMAN: 
MR, FRAWLSY: 
TH CHAIRMAN: 
MR. COTTLE: 
MRe FRAWLEY: 
calculetion. 
THE CHATRMAN: 
MA, COPTLZ: 
MRe NOLAN: 
changes it. 
THE CHATRIMLAN : 
am asking you. 


MR. FRAWLEY: 


~ 17,415 - 


All rigot, itis 6. 

tris Oy 

That changes 14.19 to what? 
Wo, that is refinery. 


I wes just ebout to compare that 


Never mind, 7.56% changes to what? 


6. 


It changes because Mr. Frawley 


Yes, 1 know, on your argument I 


7.56% jis changed to 6. And I am 


showing you what the prictc is changed to now in the light of 


that. My submission changes it to six or to eight or to ten 


as you think fit. 
THE CHAIRMAN: 


MR. FRAWLEY: 


Quite so. 


Now then let me follow through 


what the changes in the price is when it is changed from 7.56% 


to 6,: You cen see at once if you took 86 there is no change 


and if you took 10 there is no change 


MR. COTTLE: 


In other words, Mr. Frawley is 


computing how much you would have to lower the prices, so as 


to reduce the earnings to 6%. 


THE CHAIRMAN: 
MR. FRAWLEY: 
only. 

THs CHATRM ANS 


In marketing only? 


In marketing only, in marketing 


Mr. Frawley, if you are thinking 


of this as a marketing compeny alone, is it your submission 


that it should only earn 6%? 
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MR. FRAWLSY: It is my submission it esn earn 
a maximum of 104. I want to put in what it will be at 8 and 
what it willbe at 10 and then I am finished. 1 think it 
Will be useful to have in the record what it will be, what 
the price should be at 6%, what it will be at 8 and what it 
witbabe Cet "105 

It"is ty Submission that it‘should 
be a maximum of 10%. 
MAJOR LIPSETT: vUustT"On that ,'tir.s "Fraewiey, ‘if one 
aecepts your top submission of 10% , would that mean we should 
re comme nd corresponding increase in the price of gasoline? 
MR. FRAWLEY: No, iir. Commissioner, beceuse we 
have the good old-fashioned law of competition which is working, 
which is working in this pravinee and all I want to do is to 
see that it works end the principal submission I will make 
to this Commission is that weys and means must be devised 
to meke it work harder or to keep it working. 
MASOR “LEPomi yt Assuming one left it to competition 
to prevent the price going up, to allow 10% of a return, whict 
would be fair if your top submission was taken, why should one 
interfere with competition to bring it down to 7.56 or to 6%? 
MR. FRAWL SY: Well, my submission is, the thing 
in my Submission “ig; you*cen call it, my Trisnd might ‘call it 
n two-headed Janus, looking two or three weys at onee, but 
I em looking at 6%, and I em not looking ct it only to turn 
my beck on it, I say I am looking et 68% and I make that 
submission as earnestly as Il made it yesterday that this 
company is taking its profits out of the province of Alberta, 
end thet is not good enough for the people of Alberta --- 


MAJOR LEPS#TT: I eppreciate that but does it 
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not mean that we must come to the conclusion, that we must 
recommend some interference with the ordinery lews of compet- 
ition. 

MR. FPRAWL=Y: Yes, Well, I will have another 
submis sion to make. I am going to turn my back on all this 
kind of ergument, there are two ways to bring down the price 

in Alberta, one is to step out and arbitrarily fix prices. 

Now the weight of evidence is against thet. there is no 
question about that. I mey as well face it. You Tix 

it in the good years, you keep it down in the good years and 
you have to increase it in the bed years and I am not confident 
that we should engage upon a4 price-fixing of gasoline products, 
although I think it is something which 1 think has to be ecosida- 
ered and if conditions, if competition does not continue to 
work; well I am not a prophet or €@ son of a prophet but I am 
inclined to think thet may be, there mey be, there may be 

some public utility control on gasoline in this Province 
bsfore some of us thought there might be, unless competition 
does a better job of working in the Province of Alberte but 

at the moment I am going to submit to this Commission that 

we have to look to competition, I am taking a leaf out of 

the company's own books, but I em going to point to some 
places where it can be improved and I say we want a regulatory 
Board, the Utilities Board or call it what you will, with 

some power to do something about it, with some power to 

speed up this law of drainsge which we have heard about, and 

to speed up some of thess other things thet we have also heard 
about, to keep the long swing. from getting so long that it 


will outlive the lives of the longest of us. 
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MR. NOLAN; And £1 years after. 

MR. FRAWLEY? And 21 years after, thank you. 

Thet is at the moment what it sounds like to me, the long 
swing into the dark future. 

THE CHAIRMAN: Yes. Now we heve 6%, Mr. Frewley, 
MR. FRAWLZY: Wow at 6% there is a calculation 
which perhaps I could skip, it is not very long, it indicates 
how we go about to put it on lesded gasoline. You have to 


go into the #xhibits and I had better do that with you, --- 


THE CH ALRMAN: Have you & and LO under your 
hand ? 
MR. FRAWLEY: Yes,’ 1 have. Well, I have not 


got anything at 8 and 10, Mr. Chairman. 


MR. COTTLE: It is already dealt with. 

THS CH ALRMMAN: Lucrmetieis 1S) aie rien, 

MR. FRAWLEY: On yd have: refinery , yes.) i cave 
refining. I am going to pick them out if you will bear with 


me for three minutes, I will be right at that, Mr. Cheirman. 
TH CHAIRMAN: All right. 

MR. FRAWL3Y: I say we must put this reduction 
on leaded gesoline. Now we come to @xhibit "315" at Page 13 --- 
THE CHAIRMAN: I would like to know before you 
go on why the rate of return is just completely impossible 
on 8 or 10% on marketing but might be quite all right in 
retidineg. 

MR. FRAWLEY: The rate of return is quite 
impossible. 

TH? CHAI RMAN: You say you do not need to bother 


thinking about 8&% on the merketing. You consider 6%. 


MR. FRAWLAY: Yes. 
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THR CHAIRMAN: Thet brings it below 7.56%, 
MR. FRAWLEY: eld. 1 went sas 
THR CHAIRMAN: But you do not like it to be 


higher as well as lower but if we are going to do justice 


in this connection we must consider it, 


MR, HARVIEE Not in lir. Frewleyts submission, 

MR. FRAWLEY: I will deel with that, Mr. Chairman, 
ip Say) eam 

Ti: CHAT RMAN: ft mey be taking you out of your 
stride. 

MR. FRAWLEY: I would like to discuss thet 


after I have shown whet it would be in the price reduction, 
TH CHAT REGAN ¢ Very good. 

MRe FRAWLEY: What I say is when we go to 
uxhibit "315" to find the gallonage of each kind of gasoline 


we find there thetotal of Leaded gasoline was 15;275,675 


gallons. We find; we therefore divide -+-- 
TH CH ATRMAN : You are now where? 
MR. FRAWL&Y: We divide $75,848,681 the amount, 


the number of dollars by which the present price should be 
reduced, by 15;275,675 gallons, the price of leaded gasoline 
should therefore be reduced by .56 cents. 

Now then picking out the reduction 
at the refinery door in the price of 6511 gesolines of .76 cents, 
using the 6% basis, the tenk wagon price on leaded gasolines 
should therefore be reduced by .56 cents plus .76 cents or 
1.32 cents end also the tank wagon price on all other white 
goods should be reduced by .76 cents. 


Now then therefore the Crlgary 


tank wagon prices should be ---- 
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MAJOR LIPSETT: so that I may follow you, 
Mr. Frawley, you have first of all a reduction of .56 cents, 


dividing your sum of money by the gallonage. 


MR. FRAWLEY: That is right. 

MAJOR LIPSiTT: Then how do you pick it up 

to .76? 

MR. FRAWLEY: IT pick it up because in my submission 


yesterday it was shown that the reduction ---- 
MAJOR LIPSETT: Oh, £ sée, that is the .76 cents 
based on the 6% return on refining, 


MR. FRAWLEY: Yes, Mr. Commissioner. 


( Go to Page 17,421 ) 
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MR. NOLAN: I have not got that 

figure. 

MR. COMMISSIONER LIPSETT: 6% return on the 


Pete ely ee Oe Se Pouue TION Of 4.66 se 5 ae 

MR. NOLAN: I think Mr. Frawley 
said the reduttion was .69 cents per gsllon. 

MR. COMMISSIONER LIPSETT: That is right. .69 
cents is 6, reducticn. 

MR. NOLAN: ir. Frawley gave us 

how .76. Iam not sure where he got that. 

MR. PRAULBY: If you will give me a 
moment to find my memorandum. That is quite right. 

That is another change that has come about by virtue of 
the 24 cents, Mr. Chairman. 

MR. COTTLE: -76 Conts considering 
tho 2% cent increase. 

MR. HARVIS: You are going to use 
ths .69 cents are you? 

MR. FRALEY: Yes, Mr Harvie. That 
is 1.25, Mr.Comissionor, instead of 1.32, adding them both 
together. 

THE CHA Ika N: You can make something 


like this up for this, cannot you, Mr 


MR. COTT: 8 Yes. 
MR. FRASLEY: Now, Mr.Chairman, then 


I can ¢orplete just what the Calgary tank waggon prices 
Would be on the basis of the reduction in the rate of 
return to 6% in the marketing of Bsso gasoline. 

wk, HARVIB: Would you mind r opea ting 


those figures ag&in? 


MR. COMMISSIONER LIPSETT: A reduction of .56 giving 
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6% on the marketing return, and .69 giving a 6; roturn 

on refining. i; 

Mr. FRAVLLY: And the tank waggon 

prices on leaded gasoline should be reduced by .56 plus .69. 

MR. COTTLE: -69 applied to all 

White goods at the refinery decor. 

MRe HARVIa: And an additional 

-56 on leaded. 

MR. FPRAVLEY: Yes, that is right. 

That is 1.32. 

MR. COM!ISSIONER LIPSEIT?T: In arriving at your esac 
on your refinery return of 6%, that gives it based on 
third structure as well as everything else, is it? 

MR. FRALEY: Lhe 669: 18.14 radtete en 
at the refinery door on all gasolines. 

MR. COM:ISSIONER LIPSETT: If you gave that 

reduction and applied it only oh Esso and 3 Star it would 

be considerably more than .69, if you leave third structure 

Where 10 is. 

MR. FRAVLSY: My Submission is that 
the tank waggon prices on leaded gasolines should be 

reduced by .56 plus .69 equsls 1.25, and the tank waggon 

priee on all other white goods is roduced by .69 plus 

nothing. .69. 

THR CHATRiWAN: . Then you are not applying 
the reduction of the .69 only to Esso and "_"? 

WR. FRAWLEY: No, it carries right 
through. On leaded gasolines it is a combination of 

the two savirgs, but on third structure and all other 

white goods it is just the ona saving at the refinery 
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MR. COTTLE | It could be applied 
in any agen 

MR. FRALEY: ‘ie Simply arbitrarily 
more or less say it should go to leaded gasolines for 
the reasons we have indicated. 

THE CHAIRMAN: whe t about your drainage 
when you change the present equilibrium. 

MR. FRA LiY: we followed Dr. Frey. 
You see of Dr .Frey were here he would say - he did say 
that third in relation to "<" and Ethyl was at rock 
bottom. Lo stop drainage you can do one of two things. 
You could increase the price of white and leave the leaded 
where it is,or leave white where it sis and drop the 
leaded. Dr. Frey said in his opinion the Company for 
its own best interests should and they did reduce the 
price on leaded and shrunk the differential in that 
way. 

THE CHAIRMA M: And he says as far 
as he could see that was about right. You asked him 

&€és to whether it was exactly right. 

MR. FRA LEY: I think the furthest 
he went was he jvst could not say. It ves something 
that was a question nf trial and error, an oxperiment, 
and the Company would find out in three or four mrcnths 
whether it was right or too little or too mubh. 

THis CHAIRMAN: Then he woulc not 
recommend any further drop? 

Mr. FRAVLSY: You mean if ho were 
advising the Company? 

THS CHAIRMAN: Yes. 

MR. FRAWLGY: On that question, it 
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was not put to the Company. 

THE CHAIRMAN: Let us see what he did 
saye 12 do not think he was as casual as all that. 

MR. COMMISSIONGR LIPSHETT: i think he said he 

did not know whether the decrease in the spread would 


eontinue, that is the diminution of the spread between the 


tV O-6 
MR. FRs iLBY: Have you that page now? 
WR. COMMISSICNHR LIPSET?: He rather indicated that 


diminution might go further om the spread between the two. 
Lik. NOLAN: He said in effeet, and 
this is my paraphrase "Any price change is experimental 

and whether the reduction on October 25th will produce the 
result anticipated remains to be seene It is an experiment 


in the right direction." 


MR. FRAWLEY: What Volume and page? 
WR. NOLAN: VSlume 132 at Page 14,751. 
MR. FPRAULEY: Let us see what he was 


asked and what he said. Yes, because that is the day 


after. The 26th of October, the day after the cut was put 


he" 
MW MR. FRA’/L EY: I will come tack to that 
in a mOment, but you told me a moment ago that 
4 the Third Structure was about where it had to be 
Uy, competitively now? 
Yh Yes. 


MQ And you said your opinion was, I am still dealing 
7 with the situation before yesterday, that there 

i wes too great a differential between "Q" and 

iu aA Be kg 


vA Yes. 
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"@ And that is exactly the same as saying in 

ul your opinion that 'Q@" was too high? 

m7 In terms of price "&" was too highs 

NQ Mow something happened yesterday that Mr. Cottle 


, has just described, which has brought the dif- 


" ferential, the average differential back to where 
" it was prior to the e4th of July last. ‘ill you 
z give the Commissiomers the benefit of your views 
as to the adequacy of the reductions made 


Tt 


¥ yesterday in the light of hr .Cottlo's figuros? 


ug To me any prices change is experimental. 
me what wes it in June last, yuu had an opinion in 
" June on this question, prior to the July change? 


"A No, I did not forma judgment at that time. I 
K have since, I.do not remember just exactly what 


" the situation was in June. 


WG well Mr. Cottle now tells me it was the same 
. average differential in June as it has beén 
" brought back to by yesterday's change? 

ae Yes. 

nQ Well now, you have that, did you have a vie 
My, in June? 


vA L @idn't'"eome to Ss cona@husion in June; Zn 


y discussing this matter or a determination of 

4 whet were the differentials we were considering 
, the situation as of June but I did not come to 
" that conelusion in Junge 


"Q Well now, coming tack to my question of a moment 
2 ago; then what is your opinion as to the adequacy, 
H or can you say as to the adequacy of Mr. Halverson's 


m reduction of yesterday? 
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sh I would say that the reduction is experimental 


‘2 and whether it will be, whether it will produce 

u the results anticipated remains to be seen. It 

ie mey be sufficient. If it is not sufficient then 
i a further reduction will be in Order but until 

“ it is possible to calculate the effect of it 

‘ie I would say that one cannot determine whether 

m it is adequats or inadequate. It is an 

- experiment in the right direction. 


" Now when did you form your opinion, Dr.Frey, 


* was it an opinion which related back to the 
" period prior to the 24th of July? 4 
THS CHAIRMAN: “hero doés he discuss, 


I brought him teck to it agein somewhere. 
MR. NOLAW: Differentials. 
THE CHAIRMAN: Yes. He said 3 cents 
for example, a drop of 3 cents would have been shocking. 
Ma. FRA LoY: Yes, right there. Lot 
me follow right one He said:- 

TA I do not guite understand your question. 


nq I mean, you did have an opinion that the dif- 


" ferential was too wide? 
"A Noe 
"Q THE C HA IRMA N: A week @got 


"A A week ago. 


Ne “MR. FRAWLEY: Yes. Now did that relate 
4g back to the period prior to the 24th of July; the 
" figures you were studying, I mean? 

"A The figures I was studying related to the 3% cents 


7 differential. 
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"Q "The 65 cents differential, I see. Well now 
y we have some change made as of yesterday and 

are you able to say, I am just asking you the 

2 question again, as to whether or not that is 
adequate and sufficient or are you simply ina 

x position that you do not know? 

"A -I am assuming a position that I do not know. I 

ne am assuming the position that the 42 cents was 
too much but what is the correct I do not know. 
"A One would have to have some history on the effects 
of ditferentials to arrive at a thoroughly sound 
: conclusion. If this involved an area over 

i which we had a long differential history I would 
y be in a better position to judge whether it was 
adequate or inadequate. I would say from my 

. experience down home that if I saw certain 

iW differentials developing in specified areas which 
: i eaow tthe Oiirerential histcry of, that © could 
A pretty well calculate what the consequences 

2 would be and how much of a differential change 

i: would be necessary to bring about the desired 

: results but here I will have to admit that I do 

. not have enough knowledges concerning differential 


ul history to say whether it is adequate or inadequate; 


BP -it only seemed to me that it was proof positive 
s from the figures that there ws a large gallonage 


i: involves in thie shitt ena that bY the’ narrowing 
of the differential that the Third Structure 
2 should not take as much business es it was. " 
MR. NOLAN: That ig not the place 


at all. This ig the reference that the Chairman wants. 
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Dy. Frey told us that one criteria as to whether such a 
type of thing wore taking place would be the very violent 
changes in price structure. If the Imperial had changed 
the price yesterday two or thres eents, he said "I 

thihk they certainly would be open to very serious 


eriticism and should be required to tell why they did it." 


TH@ CHAIRMAN: Where is that? 
MR. NOLS: Volume 142, Fage 14,798. 
MR. FRAVL GY: Yes, we talked a long 


time about differentials there. Wow then, at Page , 14,798, 
Volume 162.°" "T° should say that one of the criteria as 
to whether such a type of thing were taking place would 
be the very violent changes in priee structure." 
You had been discussing 


with him this question of - now I want to be sure it was 


hihe NOLAN: I thought it was the 
possibility of the major companies driving the manufacturers 
of Third Structure out of business, and I think it was Mr. 
Commissioner Lipsett who eneouraged the discussion. 

MR. FRAWLEY: I want to see ar'd can 
get back to the beginning. 


nq I would just like to guard anybody from thinking 


af that I expressed any point of view, Doctor? 

"A IT Sd@e 

i But assuming for the moment that circumstances 

iy are that the major companios might be able to 

ui drive these manufacturers of the Thir] Structure 
Hh out of business if they wished, would that bea 
v Type of Monopoly or a risk of Such a type of 


" monopoly that you think the Sovernment, as 
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representing the community, might become 
interested in investigcting and possibly 
regulating? 

I should say that one of the criteria as to 
whether such a type of thing were taking place 
would be the very violent changes in price 
Structure; if for instanee, to be specific, 
the Imperial O11 Compgny had yesterday, I think 
it was yesterday they changed the price, had 
they changed the price 2 cents on one and 3 
eents on the other, J think that they certainly 
would be open to very serious criticism and should 
be veguired to tell why they did it. I cannot 
conceive of viorent prices changes..c.e. 

MR. PRAWL EY: Tell whom, Dr.Frey? 
The Government. 

Whom should they be reguired to tell? 

The Government. I presumes there is such qa thing 
as the Government, that it is not a pure 
abstraction and that thers is a Ministry, so that 
I should say it would be perfectly legitimate 
and I would say thet the Minister, whatever one 
was involved, would be very callous of its 
responsibility if it passed up such a terrific 
pries change as I have just suggested, without 


inquiry. s 


THit CHAIRMSN: He is speaking of 2 and 


4 there? 


MR. FRAWLEY: A change of price Of 2 


cents on one and 3 cents on the other. 
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THE CHAIRMAN: And the change that 

had taken places immediately before...... 

MR. FRA‘L BY: They had dropped Bthyl 

1 eent and regular ¢ cent. 

THE CHAIRLMAD: He says if they tea - 

I suppose his figures must relates to the two dreps ~ instead 


of dropping half a cent they had dropped 2 cents? , 


MR. FRAWLEY: Or even 3 cents? 
THE CHAIR WAN: He said the Government 


should be very much concerned at omce with such a radical 
drops What drop are you going to suggest? 

MR. FRAVLEY: lL say that if you teke 
6% you drop the price.... 

MR. NOLAN: 1+ eents. 

MR. HARVIE: But the differential 
has no relation one to another? They would all go down? 
THE CHAIRMAN: Vhat I have here is 


the price of Ethyl went down half a cent did it not? 


MR. FRAWLEY: Yes, half @ cent. 
THS CHAIRMAN: You are Suggesting 


Hthyl shoulé go dotyn how much more? 


MR. FRA: LY: A cent and a quarter. 
THE CHAIRMAN: More ? 

MR. FRA.LBY: Yes, now. 

THE CHAIRMAN: Over and above the 


half that has already been dropped? 


MR. FRAWIBY: Yese I am aSsuming..... 
THs CHAIRMAN: That is a cent and a 


quarter and it has already gone a half? 
MRe FRAVLEY:, No, Bthyl has dropped 


1 cent on the 25th of October. 
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THE CHAIRMAN: Oh yes, I am confused. 


Esso is your S§ithyl? 


MR. FRAVLBY: Let us say Bthyl and 
Regular. 
THE CHAIRMAN: W8 take 9. - "GM went 


down half. 
MR. FRASLBEY: Yes. 
THE CHAIRMA W: You are suggesting that 


not should go down how much more? 


MR. FRAWLEY: One cent and a quarter. 
THE CHAIRMAN: That would be 1% eents 


that we go down altogether? 

MR. FRAWL Ys Yes. 

THE CHAIRMAN: And Dr. Frey's sevidence/ 
was if it went down 2 cents instead of 12 cents, the 
Government should jump in. Thatis how close you areée 

MR. FRAVLAY: First Let us see which 
Dr. Frey meant. Let us just analyze it. Hs says 2 on 

one and 3 on the other. 

THE CHAIR MAN: He said it would be so 
radical, if I am opposing the right ones to the right ones. 
MR. FRAWLEY: I wonder if you are. 

He said if they had changed the price « cents on one and 

3 cents on the other. Wow in their order, starting with 

1, 2 and 3; going that way, that would mean if they had 
changed Esso 2 cents and 3 Star 2 cents, as against what 
they had changed it. 

THE CHATRMA N: Surely it is the other 
way, because, I mean, the drops were the other wey. Hoe 
would not be applying his 3 cents that he says would be 


radical to the half cent, and the 2 cents to the 1 cent. 
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MR. PRA\LEY: Let us see what it 

was that was being looked at and them we ean see what 

he had in his mind. It was 19,163 and 13. You see, Mr. 

Chairman, let us make a little table and sec...... 

Tai CHAIRMAN: Your e69 runs through 
everything. 

MR. FRSWL SY: My e69 runs through 

everything. 

THE CHAIRMAN: So you are only making 

a differences of a half a cent, or a cent all told, 
counting the last reduction? 

WR. COMMISSIONER LIPSETT: In tho differential 

it is only the difference between .69 and 13825 that will 

affect it as between"Q@" and Third Structure. 

Me COL TLE: 6s.  Jido, hort. 
Dr. Frey was talking about a violent narrowing of differ- 
entials. It is just the violent price change he had in 

mind. He was not referring to a violent shrinking of 


differentials between products. 


MR. COMMISSICNBR LIPSETT: Wasn't he, Mr. Cottle? 
MR. COTTLES L do bot think Sos 
Mr. COMMISSIONBR LIPSETT: “eren't we discussing 


what would happen to & Third Structure rofinery? 

MR. COTTLE: I think what he had in 
mind was the effect of the prices also on jobbers and 
everybody olse. 

MR. COMMISSIONER LIPSHTT: Was it not the point 
that if you took violently 3 cents off Esso you are going 
to puniSh the maker of Third Structure ana the Government 
should look into it at once? 


MR. COTTLE: Yese You are also 
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going to punish the jobber and overybody else. He is 
taking the whole industry as a whole, not just Third 
Structure. 

THE CHAT RMS N: what we were attracting 
his attention to was what would happen to Plotkins or 
anybody else making Third Structure. 

MR. COTTLE: Well that may be TI 
was just Speaking of my recolleetion. I think he was 
just referring to it being punitive to everybody. 

MR. FRAWLEY? What Dr. Frey was 
talking about wes this. On the 24th of October - I 
mean in figures - on the 24th of October the prices 
were 19, 163 and 14. Mr. Halvorsen made them 18,. 16 

and 16. He dropped Bthyl 1 cent,and Regular half a cent 
and left Third alone. He made them 18, 16 and 14 £4Dr. 
Frey says if he had made them 17, 133 and 13, that would 
be all wrong. One thing would be terriby wrong about 
it - well I do not know ~ half a cent between Third and 
second. But that is what they would have done. But, 
oh, 4 cents off Bthyl. I am agreeing with you that is 
what he probably meant. That would be 16 and « off "Q" 
145, 

MR. COMMISSIONGR LIPSHTT: Vhst he is saying is 
if you took S cents off Esso and, 2 cents off “"Q", you 
are making such sn attack on Third Structure that the 
Government should intervene, that there is some unfeir 
pressure of forces. 

THE CHAIRMAN: | Because it leads to 
a monopoly. 

MR. FRAWLEY: Il:think so. My 


differentials are going to be 162, 14% and 12-1/3. 
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That is on my suggested prices at 
THE CHAIRMAT: 

EL OGRUss sees 

MR... COTTLE: 

056-6 

THE CHAIRMAN: 

Structure 1 cent. 

lite FRALEY: 

MR. COTTLE: 

THi CHATR MAN: 

have just taken off half s cent. 


Me 


COTT: we 
THe CHAIRMAN: 
few weeks. 


come dovn in the last 


VR. COTTLi: 

MR. FRALEY: 
entials of course. They are now 
return they would be 16%, 142 and 
THE CHS IRMA: 


that is what? 


form, for the record, ell at this 


te 


6%. 


That brings you down to 


it changes the differential: 


Between "Q" and Third 


Oh no. 

56 @esnts.. 
Theat is right, but they 
toe Go Ls SOs 


ess 


50 it Lf a cent it nas 


Oh yeSse 


It narrows the differ- 


16 and 13. At 6% 
12-13. 
Now in cents per gallon 


I will put in a téeble 


place. I say "Therefore 


the Calgary tank waggon price should be, by reducing the 
rate.of return to 6% on marketing; 
16.75. 

Esso 18-12 = 16.75. 
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There, in table form; 

are the reductions which will be brought about by reducing 
the rate of return to 6%. -If the rate of return is 

reduced to 8%. 
MR. NOLAN: Reduced? 
Mire FRALEY: If the rate of return 
is left e% 8% in both departments. 
THE CHAIRMAN: Is this both departments? 
WR. FRALEY: YeS, I have left it at 
both departments. .56 in leaded gasolines in marketing. 
Put on the marketing saving on leaded gasolines on to 
the .69 refinery Saving. So that what I have given you 
now and what I have just left and put in table form in 
the record, is the effect of reductions in both departments. 
MR. COTTB.s: That is the case if Mr. 
Moore reduced his price .€9, and naturally Mr. salvorsen 
picks that up and passes it on to the tank weggon and 
throw's in another .56 eents in the leaded products as 
well. That is not bseause of considering it as ome company 
egein. It is just because Mr. Moore sakes one change and 
the marketers make the other change. 
MR. FRA LEYE If the rate of return, 
the proper rate of return in both departments is 8 , 
then reductions are to be made in marketing and carrying 
through the tank waggon reduction, then at the refinery 


Sae)) 


door 10 48 namely t.56- 


MR. GOMMISSIGN.: LIPSSrr: AVES tate le okie eee, 
VR. FRSAULEY: That is the saving at 


the refinery door if the rate of return is reduced to Sj. 
252. Then the reductions on all of the products would be 
Esso 18 cents, 3 Star 16 eents, icto 13 cents, Distillate 
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lz cents, Royalite Kerosene 18 cents, sach of which is 
reduced .52 cents, roughly half a cent. If 10% is to 

be the proper rate of return to be allowed in both depart- 
ments, there is nothing in the marketing department, no 
reduction in the marketing department and .35 cents in 
the above tank waggon prices carried through from the 
refinery door. Then,of course, if these refinery door 
TEC UCTIONS «5 o+«- 

MR. HARVIE: That Goes not increase 
the marketing return does it? 

MA FRAG EY IT say no reduction in 
the marketing department but .55 carried through from 

the refinery door into the tank vaggon prices. If the 
refinery door reductions in all white goods were to te 
applied on leaded products, only, then of course our 
reductions should be as foliows end there follows a 
blank, and ix. Cottle would have to give you those 
reductions. 

MR. COMMISSIONER LIPSETT: Mr. Frawley, just on 
your own statement about the 6 return. The effect of 
that now would be to take .69 off Third Structure. Have 
you considered thst at all in connection with the evidence 
we have from Mr. Plotkins that on Third Strueture, at its 
present price, that he is running at a loss? and what 
would be the effect of your competitive system if you 

put in a reduction of ,69 on Third Structure today? You 


would be elimira ting competition to thatt extent. 


MR. FRAN LAY: If I put in a reduction 
OL) ei Fe 
Me. UCOMLISSIONHR LIPS ETT: Yase 


WR. PRAVLBY: Theat Would Wor kewccss 
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MR. GOMMISSIOLER LIPSETT: iven assuming that one 
fecepted your 6y basis. Have you really brought that out 
to its proper conclusion of puttine .69 of that on Third 
Structure? 

MR. FRAVLEY: You mean to take all 

the e69 and instead of putting that on the white goods to 
put it ell on Third Structure? 

MR . COMMISSION R LiLeonrl: No. You are taking .69 
off Third Structure, thet is your submission? 

MR. FRAWLEY: Yes. 

MR. COMMISSIONSR LIPSETT: Iam just gputting it 
to you, is not that rather, in the face of all the 

evidence - first of all the evidemes of Plotkins that he 

is losing money 9t the present time, and secondly, the 
evidence of your American experts, end Dr. Frey especially, 
that the spread should be narrowed between First and Second 
Grade, and Third if possible. 

Wm’? NOLS N: He said that Aetowas 
at rock bottom. 

MR. COMMISSIONER LIPSETT: Yes, J would Liker ane 


reference to thst. 


MR NOLAN: Folume 143, at Page 
14,806. 
MR. FRAWLEY: T have just Biven you 


that. It appears also in another place. 

MR. COM*ISSION&2 LIPSETT: Perhaps you would have 
some further thought to give to that particular idea, 

Mr. Frawley. 

Mis PRAV LEYS It can be computed 
anyway. hen you ask me what effect it is going to have 


on My. Plotking I say this. It is e remarkable thing that 
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Dre Frey and Dr. Brown told us, and my friends included, 
"Hands off Do not fix anything. That is not your 
business. Let us see free competition, as we interpret 

it, as we interpret competition", because I think that 

is the neat point. "We will lock after Mr Plotkins 

in our own good time. ie will make it awfully tough 

for him ifwe like. But don't you try to superimpose 

your puny governmentel knowledge, or lack of it, upon 

this industry. Leave it to competition. Competition will 
do all these other things, and drive Mr. Plotkins out and 
drive Mr. laylana out." “Vell that is all very well. 

It is just too bad. Perhaps Mr. Plotkins and Mr. Mayland 
Should not have gone into this hazardous and risky businsss. 
"But don't you touch it. A quarter of a cent taken from me 
is # horrible thing", but a 1 cent from Mr. Halvorsen one 
bright fine morning is just something else altogether. 

MR. COMMISSIONER LIPSET?: But supposing you take 
that. You assume that competition has driven Plotkins to 
rock bottom and to a state wheres he says he is losing money. 
Should we then turn around and séy "je will take .69 per 
Palicon more of f his price?" 

Ma. FRALEY: That is the difficulty 
Iamin. I have got to explore all the aspects of this. 

I could have said "I am not going to say anything at all 
about price fixing. I am not godng to try and work out 

any rate of return," and just let this thing go merrily 

on and devoted myself, as I am going to in the balance of 
my argument, and sse how we can keep up competition. 
Because frankly, I am going to put it to you in the end, 
Mr, Plotkins or no Mr. Plotkins, we have to concentrate 


on Mr. Halvorsen. ‘je have to keep pounding on this 
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Mr. Halvorsen who makes the price in this rrovince, Ve 
have to make competitive conditions, and multiply them 

if necessary to keep him on his toes so that the consumer 
will ultimately benefit. Iam not at all satisfied that 
the price of gasoline in this Province is as low as it 
should bee But we ars so possessed with the difficulty 

of trying to work out some policy cf price fixing, some 
policy of rate of return and we tecome so close to the 
publie utility principle - which I will not subscribe to 
of course, “t this stage. So that it seems to me we are 
left, we are frankly left where we have to go, reluctantly 
if you like, but I am driven very reluctantly into the 
very heart of the competitive systen. My submissions 

are going to be to this Commission that we must whip 

up these competitive forces in this Provinee. Je must 
keep prices down. The price is not down to viniere it should 
be for the people of this Province. But it.will be down 
by hammering at this Mr. Halvorsen who sets the prices in 


this Province. 


Piit.. COC ISSLONER LIPSETT: That will be an alternative 
matter. 
MR. FRAWLEY: Yes, like we say ina 


Statement of Claim, and in the alternative we say so and so. 
MR. GOMMISSIONER LIPSETT: Then you would be Limited 
in this way to the Government keeping the ring sc that the 
fight would be fair. 

MR. FRAVLEY: Yes, wo would 49 q lot 
of things. As I develop my ergument as to what the Boara 
set up by the Government can do, thers are a lot of things 
Iam going to seriously suggest should be done. I am 


going to suggest there should be some sffort made to get 
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the refiner nearer to the service station in this 
Provinecee There ars a lot of things I am going to 
suggest should bo done to Mr. Halvorsen from day to day, 
to bring him to the point where he will drop the tank 


waggon price. 


(At this stage the Hearing was adjourned until 2 P.M.) 
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J» Js Frawley,. KC. vortei  Ae ys 8 
C3 
1 
MR « FRAWLEY : Now Mr. Chairman, I 


propose to just make one very brief further reference 
and then proceed to the other phase of my argument. 

I simply say that the 
prices which I read into the record this morning of 
162¢ for Essa, of 142¢ for 3-Star, of 12.31¢ for acto, 
of vl issi¢g \ioxr*Distillate and of 17.41¢ for Royalite 
Kerosene are prices which would prevail if the com- 
pany were operating and had operated in 1928, always 
using 1948 costs and the 1989 price adjustment, if 
they had been earning a rate of return of not more 
than 6%, which I have called your attention to is about 
one-half of 1% more than the all=Canadian average, that 
is what I sey about that and that is all I say about 
that and then I say, I say, that the maximum rate of 
return which this Commission should take into consider- 
ation or which should be given regard to, is 10% in 
marketing and I say that if you go to 10% then there is 
to be no reduction in marketing costs because the re- 
cent reduction in prices have brought their marketing 
profit down to 7.56% but there is yes, the one-third of 
a cent in the price carried frum the refinery and 
through the refinery door into the tank waggon and if 
it is 8%, then that is one-half of 1% now-~-- 

MR. COTTLE: Oneshalf of s cent. 

iwRe FRAWLEY: One-half of a cent, .d5é¢, 
which has also been carried through from the refinery. 
how that is all I say about that. 

MAJOR LIPSETT: Is your argument, wre 
Frawley, does it indicate that there should be 10% if 
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that 10% is all over Canada? 
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No, it certainly does 


not, i.re Commissioner, I say that competition has 


driven them down to 7.56% and I am not going to in- 


terfere upward with that competition, certainly not, 


certainly not. 


Province and all I say is---- 


THL CHALHDAN: 


We still have competition in this 


Now then the witnesses 


say that there is competition in refining in this 


Province. 
MRe FRAWLiY: 
THE CHALTRwAs : 
them to that. 
WRe FRAWLEY: 
THE CHAT AL. : 
are we invited 
competition. 
MRe FRAWLEY: 


what principle. 


THe CHAT Rass: 


YeSe 


And it has not driven 


Yes. 


Now on what principles 


to interfere with the results of free 


.e@ll when, when, upon 


 ~here does your argument 


lead us, what do you invite us to do or are we interfer= 


ing with something you are going to say later. 


MRe FRAWLEY: 


No, I am not going to, you 


see I am resting my case principally upon the desir- 


ability of whipping up the competitive forces, the 


action of the competitive forces. 


THE CHATHmAN: 
MRe FRAWLLY: 


THE CHALRWAN ; 


. All right, let us see--- 


YeSe 


Let us take it this way 


that it is desirable that competition should have 


driven this 


cate down to the 6% return on refining. 
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MR. FRAWLEY: Guite, and thea you recom- 
mend to His Honour, the Lieutenant-Governor-in-Gouncil 
that the prices be reduced in accordance with the prices 
I have read into the record. Now then that gives me a 
fresh start, I still go on quite consistently to my fur- 
ther argument, that the competition should be whipped up 


- 


and in the manner and for the reason I will indicate. 
THE CHAIRMAN: lL understood you to say 


that you had abandoned I think all suggestion of price 


fixing . 

MR. FRAWLEY: Well but of course---- 
THE CEAIRM AN: Why is that. 

whe FRAWLEY: s6ll I have pointed this 


out to you in this wey, that if you are persuaded you 
must give effect to my argument, that the people of 
Alberta should not pay any more than they pay in the 
rest of Canada, which seems to be fixed, thse prices, 
where the prices appear to be fixed on a 6% return, then 
you will say to His Honour, the “Vieuteneant-Governor-in- 
Council, in my respectful submission, that in Alberta 
the prices should not be above & price to yield this 
company a 6% return, namely, the all-Uanadian rate of 
return, and if you go to that step, then the next neces- 
sary step is that those prices be arbitrarily and by 
regulation and by order reduced, by order reduced to the 
prices I have suggested. Guite so, then that is the 
first step. Now that is the 6% step. Then if you say--~ 
THE CHALTRMMAN : Without knowledge, without 
knowledge of the risk run here as compared to there, the 


expenses of doing business here as compared with there. 
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MRe FRAWLEY: . uy answer to that, ire 
Chairman, as I put it, that with the silence of the 
Imperial 011 Company plus their refusal to show the 

No. 9 for all Canada, that is my answer to that, I 

just heve to say we know nothing of that sort, granted, 
why do we not know, why héve we not that information, is 
it not to be assumed that the company would have an- 
ticipated this argument I em now making and they would 
have said "You talk about driving us down to the all- 
Ganedian level, look at what we are doing in Quebec, 

look at the dishonest, dishonest competition we have to 
meet there, don't drive us down to that. Nova Scotia, 
look at the, not dishonest, but look at the iniquitous 
system of Government price-fixing we have to contend 
with there", and so on throughout the Dominion, and I say 
that on account of the absense of any such contention be- 
fore this Commission, and I think that contention is 
silent, we have had no complaint, that they say "put, 
give what effect you think should be given to that kind 
of contention", then I sey there is nothing wrong or 
iniquitous in putting the company down to this all- 
Canadian average and that is what I say and that is all 

I can say. 

THE CHAI Kw, AN; | Well you will remember that 
when Dr. Frey was examined about this that he said"there 
is no half-way measure about this; you ére either talking 
about the competitive system or you are not". 

Mk. FRAWLEY: | I know. 

THE CRALEWAN: "You are telking, if you are 
not talking ébout the competitive system you ere telking 
about. a Publio Utility." 


MR. FRAWLEY: That is right, that is right. 
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THER CHA Iruiah ; But he suggested that 
there is no way known to man where you can have it 
half and half, that is his evidence. 

MRe FRAWLLY: well I know that that 

is my difficulty, Mir. Chairman, but I point with. some 
confidence to the Province of Nova Scotia. What is it 
in Nova Scotia? Nobody can say that gasoline has be- 
come a Public Utility in Nova Scotia but there is a 
top-stop legislation in Nova Scotia. Nobody can say 
that gasoline has become a Public Utility in British 
Golumbia and there is price fixing. Nobody can say 
that there a Public Utility in New Brunswick, that 

has not yet been brought to your attention but I in- 
tend to bring it to your attention, there is the same 
price fixing power in New Brunswick as there is in 
Nova Scotiae It is the half measure that Dr. Brown says 
that we cannot have but that Dr. Frey is a little less 
sure about. He says the difficulties in the lhova Scotia 
legislation,-apart from not being any necessity for it 
of course,-apart from not being any necessity for it 
here, of course he sees difficulties in it. 

THE CHALInWAN : He says the same thing. 
He lays down four conditions and he said unless those 


conditions are met that---~- 


WWke FRAWLEY: There is no doubt about 
that. You see my position is simply this~--= 
THE CHATRMAN : He says there is just no 


excuse for governmental intervention except in those 


four instances he gives. 


Like FRAWLiY: That is his view, Mr. 
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Cheirman and all my words will not controvert or change 
that, so far as Dr. Frey's evidence is concerned. 

THE CHAIR AN: That is So, but we are 
not bound, because the experts called here and pract- 
ically every other witness who addressed himself to 
the subject agrees, it does not follow that we have to 
accept that, but I would like to follow the reasoning 
thet you would support the conclusion that you suggest 
we might well arrive at, is it only to say "They have 
aone something in British Columbia, they have done some- 
thing in Nova Scotia, a fortiori it cannot be wrong to 
do it in Alberta". I am not prepared to say that it 
may not be an iniquitous thing to do in alberta, I do 
not know. I am equally not saying it would be but I 
would like to know by what process of reasoning we can 
give effect to what you are suggesting. We have heard 
Dr. Brown's reasoning for example and he says a Public 
Utility is one thing, free competition is another. Wow 
as I can apprecigte what you are saying, it is neither 
one nor the other. 

Mie FRAWLEY: You see 1 have an argu- 
ment for a regulatory board, quite a seperate and dis- 
tinct argument for that because I am frank to say the 


Commission may have different views upon it--+-- 


THE CHATR. AN: If you are touching upon 
ite 
MRe FRAWLLY: I am when it comes to a 


question of the regulatory board, and I sey I am not 
fiying contrary to this evidence but I may fly con- 


trary to the evidence whenl siy we can come out boldly 
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and have price fixing, a price fixing board. 


THE CHAIRMAN: . _ i am just addressing my- 


.8elf to the one subject now. 


Whe FRAWLLY: Picea xe. 

THK CHATRAN : You s&y we find a con- 
dition in the rest of Canada as disclosed by the ix- 
hibits heree iow, we do not know the why and the 
Wherefore of yit< “The Exhibits speak for itself. 

MR. FRAWLEY: Yes. 

THE CHAIRILAN: And you say bearing 

that Lxhibit in mind you are justified in saying, by 
way of recommendation, that price fixing should be in- 
dulged in in this Province because if you say the price 
of gasoline has got to go down, or any other commodity 
has to go down, or has to provide a rate of so much only 
for the company, because that is all they are carning in 
the rest of Canada, I do not, I cannot give that any 
other name than "price fixing". 

MR. FRAWLEY: veLl, yOu seo==—— 

THE CEAITRMAN ; Facing realities, do you 
think we Cane 

MR. FRAWLLY: Yes, I think we can. 

THR CHATRiAN: Do you think it is some- 
thing different from price fixing. 

MR. FRAWOLY: Yeo, ¢ d0 not think it ‘is 
Pomeerr x tee cuyell. Sapposing we had found---~ 

TH CHAI RWAN : And I am not seying that 
price fixing is wrong, but let us take it as it is. 

wits FRAWLEY: vr. Brown says the rate of 


return should be 13%, let us say for the sake of this 
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suggestion that he said 15% and we found in fact that 
this class of performance was 25%. We found that, that 
the profit: performance in the figures we were talking 
about, 1&.6 and 10.57 and 7.56 was 2dh. 
THE CEALTAwAN: Yes. 
MRe FRAWLEY: »Ould the Gommission have 
to, because of these considerations which you are just 
putting to me, the suggestion that prices must never be 
fixed, must be left to competition, would the Commission 
have to turn their backs on the 35% and say "YViell we 
must le&ve it to competition because Dr. Brown says so", pe- 
Gause in these conditions or under those conditions I do 
urge, as 1 certainly would, that that 25% must be slashed, 
call) iteprice: fixing, or, call it, what you will, bring it 


down to the 15%, thet would all be within the evidence so 


Cac iee 
THR CHATAwAN: Yes. 
Whe FRAWLEY: I would certainly then de- 


part from Dr. Brow and say "yes, whether you call it 
price fixing or whether you call it top~stoping, half- 
measures or what-not, you must do something in the way 
of recommending, in the way of making a recommendation, 
so that that profit will be brought down fram 25% to 
15%. Now would that be price fixing, would that be mak~ 
ing it a Public Utility, that is the issue and I suggest 
it would not be making, it a public Utility and that is 
sori ¥ the degree. 

THE Chéliiuan: That would not be making it 
a Public Utility. 


bitte FRAWLLY: That would not require, 
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that would not require a complete recommendation that 
this,.industry be made a Public Utility, I think not. 
I think this Commission should surely say "we find 
5%, the witnesses say that 15% is a fair rate of re- 
turn", now the rest is mere mechanics, what are we 


going to do. 


THE CHAIRMAN: ell it would be price 
fixing. 

Wh. FRAWLEY: Bilevieno.  orioe fixing. 
THE ChATRwAN: I have no doubt and you 


would say there is justification and that the justifi- 
Cayton tor ib lies in-this that @ fair rate Bf return 
is 15% and they are getting 35%. 

Mie FRAWLEY: YES. 

TH GHATRMAN; Now I say at the moment 
it strikes me that that is a negation of free com- 
petition because we have heard from ell of the witnesses 
that "free competition is getting as much from the 
public as you possibly can". 

Mh. FRAWLEY: Yese 

THE CHA THMAN ; To the extent that your 
competitors do not undersell you and make it impos~ 
sible. 

Mike FRAWLEY: ; Yes, well all right, that 
is fine and then we have it, ir. Chairman---~- 

THE CHALHWAN: That is the basis of free 
competition "Get all you can from the consumer". 

MR. FRAWLEY: véll we understand each 
other and it makes it easier for me to understand be« 
Gause if that is the position and you are perfectly 


consistent, ir. Chairman, then there cannot be any re~ 


; 7 “DD ' 
' 
af 
. ; : , | 
j 
y 4 ae 
vb 
ec te hey 


&, iy 


ans fA SOREN se bdqaon , 
decades Be ae : ; 


7 mi 


j i. Ldn - “Shae, : Ce F 


oy hn 


Git. ay”. % sisie isla ka ons sah 
a METERS ope aencn 


eh iat eed we “tay e: 


an ye ty i) NBS. (oak eR ae, aa 


i an i 
“it 446 Het ves hasan yo, , Rd tells ila es 
: ait les a 
Oe oe ee | OQ uot pea her 
me ' { ‘ ee 
Ade: ia W pa “3 - 
sv Wi 7 
eon 


ae os tedd efde at epbh: a See tea 

: + an ths, we Ce as . . ; 

1 . Be | Mere) ii te DEV it wetrN mC RT 

Pisce ay tse Ae Pcs eee ih) 


OP Naa one yds Na RRS ae 
1 - re a x 


* 7 > 


| 


ait aaa 
4 
ite y 
cy 
+ ode ' 
he ieee Ae 
vee ach 
aa 


Bee * 


ae ie Lswae ey me 


Li iy, + rt ay J 


de de Frawley, KeGé —- 17 ,450 =< 


CS 
10 


lief at all from the point of view of these experts, 
any Ped ae at all for the consumer except by leaving 
it to competition and they might say, they might, I do 
not know that they will go as far as I am going, they 
say "Keep the competition as active as you can". 

THE CHALK AN: Mind you, Dr.Frey goes 
some way with you, he says there is a place for 
government intervention when there is great scarcity--- 
MR. FRAWL.Y¥: YEGe 

THe CHALK AN : Or wWhen there is great 
plenty which leads to a distortion of the proper price 
Ono -re = 

Whe FRAWLEY: And where there is a 
tendency to monopoly. 

TH CHALTAiwAN: And where there is no 
true competition. 

MR. FRAWLEY: And where there is 
apparent but not real competition. 

THE CHALE. AN: Yese 

MRe FRAWLEY: And when there is a ten- 
dency to monopoly, those are the four. Well that is 
true and maybe this would not come in very well, very 
aptly, under any of these subjests so what would we 
do, now we would just have to do nothing, to follow 
these gentlemen completely through, we would not do 
anything because Dr. Brown says so, because £ put that 
to him, I think we went to 20 or 40% "no, I would not 
touch it at all. Free competition will attend to that". 
THE CHALEKw AN: Just to examine Tr- Frey 


while we are on the point, if you think it worth while 
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at the moment, do we come within any of those conditions 
that he says justifies intervention. 
MR. FRAWLEY: In the 35% suggestion I 


made to you. 


THE CHATRMAN: Yes. 
Mare FRAWLLY: MCA Theat .bnete toes 


case of just too much money and he doesn't add a fifth 
one. 

THE CHATHiAN: You do not feel there is 
evidence here that would warrant us in saying that there 
is in fact a monopoly. 

ite WRAWLEY ; fThet is something else now, 
no, that is something else when I come to submit my 
recommendation as to a regulatory board of any kind, of 
any kind. I think there must be a regulatory board but 
now we are talking price fixing and I think We should ex 
haust it before we leave it and then I am going into 
competition and I will leave the field of price fixing. 
THL ChAéAlu: AN: Price fixing is one means 
of Government intervention surely. 

MRe FRAWLEY: Yes. 

THE CHAIRMAN: And Dr. Frey was direct- 
ing his attention and his mind to price fixing. 

Wire FRAWLCY : : He does not want anything 
to d0 with price fixing. | 

THE CHALAAAN: But he does and I am asking 
you if you are suggesting that we do some price fixing 

at this stage, do we come within sny of those four con- 
ditions or do we just say "He is wrong". 


whe FRAWLEY: Well yes. 


8 ne r PAE 
oa) Gf bie SNe, Se ih haste ts 


bie be a ee 
ede Zee ke 
nie oe ab 4 
ie, 


ah 
erat ip. WAAR" bed fw Bed. 


pene 


Neunies 


. 


tr 
4, note ate 


Siserinbe a023 al: a aah aay 


cD 


hm, a ab 
an a an aise 
* 


Can hei. ee oa , 


eer: ; y m 
: oy ad | Ane aoe ery 


. 


‘ i Ps 
eta 
Sch 04 
+3 4 
*. 
“ey ¥ 
mine 6 A 
= Oi . Rat ~ 
t ow ‘a 4 
h ‘ » } ae / ; ti ei ; | 
* uF 4a ™ . ‘ Ain ie i ‘ 
J ‘ sty ey 
te aes yt tN ty AY ren 
3 Tearoom é Se 


sia 8 - | oT: ty ae ay} at ais . Coe e 


r ale 


Pee Ge ee ee pe a 
sit 4 u weld. “at : ie Ay Site ew Ly Paste, Por ne 
at 


lagen: aa 
ine Ln 


—— : ad ; ‘s : if : ce eee i “5 pas : ie 


5 ve 
labs 


1% Rey 4 , S90 Asal rT a antiivonge Gi, oe my, 


15 
t ah eo 
oe 
oe 
Re 


i ' 
ae) nates ; : ay a 
ae a a on fi 
i Fat tog, aaa Gad, Sada oid, : 
é eas iale - on Sng Pe Eee at . 
sees Sy a eee EN al a | 
Has UN WR ke eee ae aided ngs oe gah T 
rs tg cate ik giles oe ‘i ‘ : 
++ a’ » Did: i. o> i : Das ; dx 4 ¥ 43 a4 i av es shod. 
, . 3 al ; ey een 
: PE Si He ed, en Sd 
ieee oi 1 Ge ; i ’ ; at a a3 pe 4 4: Be) ity 
i 8 ae et eee) sole 


' iis ait nm) HI weil AS a a mots ‘ Ne 

. eae ee) perish 

¥ A (08 aE a haa SOovaL 
vie Se 


eS Oe tase i Ait ei 
Tet. 0 6 aw a. 
age ay cae : < Dh 

eat tall eo Tay Oe | ‘tu ‘ate Ags, 

Ahi poe) bee ay) cn al a a 
RAIL A nay 700-8008 ait 
ae 
t of : ry ; ’ 


SUN 


Je ds Frawley} K.Gs 


C3 


t 


2 
a 


4 17,458 « 


THE CHATHWAN : You ought to be able to 
argue if the rate of return is 15%, I mean if the rate 
of return should be 15% and the return in point of 
fact is 35h, surely there is some implication there 
that there is no competition. 

wRe FRAWLEY: Oh that may be the lower 
step but I want to show yous--- 

MAJOR LIPSuTT: I was wondering if you 
had any suggestion along these lines, that in the mar- 


keting department which you have segregated entirely 


from the refining, you find a rate of return of 7.56%--=- 
MR. FRAW LLY: Yes. 
bAJOR LIPSEHTT: Now can you say that that 


is a correct return, that that would be allowed under a 
completely competitive system but that when you come to 
refining for various reasons there is not the same com- 
pletely competitive system in operation, for instance 
you have not the Texas Company and that it is as a re- 
sult of diminishing competition that the rate of return 

is doubled. 

bR.e FRAWLiY: Of course that is my whole 
point, my whole point is that the Imperial Oil are gett- 
ing these long prices because they have not any compet- 
ition. Now they are longer in the refining than they 
are in the marketing. They were 10.57% but on their own 
motion they made it TA PEthrnvow (506% 

WwAJOk LIPSETT: jJnd if you were to estab- 
lish that with reference to refining, would you not 

have a tendency to monopoly, one of the four heads which 


Dr. Frey suggests would justify or at least warrant con= 
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sideration of government intervention. 

whe FRAWLEY: v6ll that is Dr. Frey. 
Let me first dispose of whet Dr. Brown seys in Volume 
127, page 14,240 to see how far he goes, page 14,240--- 
whe NOLAN: mre Commissioner Lipsett, 
please retiember that it is on my 1940 operations that I 
am being judged. 

mAJOk LIPSELTT: Yes, I am not losing 


Sight of that, I am just trying to test out this. 


iuite FRAWLEY: This is this question of 
my 5%, page 14 ,22 in Volume 1é£7---- 
THE CHALRWAN : Page 14,240 is wrong. 


MRe FRAWLLY: Yes, please that is 
wrong, page 14,cé9, well let me please take it at 
14,228, one page earlier, page 14,228, Volume 127, 
the witness says in answer to you, ire Chairman; 
"A. I think that is summarizing my point of 
" view very well". 
Thet question was: 
"Q. Guite so, and you say that the only al- 
"ternative which presents itself is the al- 
“ternative whereby the profits may be reduced 
"on the assumption that the body reducing the 
“profits is able to insure a proper profit; 
"in other words, a public utility?" 
"aA. I think that is summarizing my point of 
"view very well." 
And I take it up from there: 
"QO. MR. FRAWLEY: And let there be no 


“mistake about it, Doctor, putting aside the 
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"question 9f a public utility, then you woulda 
"not interfere, regardless of what the profits 
"are, you would not suggest any interference, 
"regardless, you would still say thet no re- 
"duction was called for, to use the Cheirman's 
“expression, regardless of what the return was? 
Lay al Ga les a 

"Q- Well what is the difference then? 

"Ae If I saw the refineries making a 100% return 
"on their invested capital it would be my 
Nopinion that a reduction in the price of 
"finished products was certainly celled for. 

"ae And how would you bring that ebout without 
"declaring it and treating it as a public utility? 


"A. In my opinion it would automatically be 


"brought about. 


Vey, GULtes 

"A. By the competition which I conclude is in 
"effect in Alberta. 

Mo. You ere leaving it again to competition? 
"THE CHAIRMAN: «S I understand the 
“witness there are no circumstances in which he 
"would advocate Governmental interference. 

UG oti Re: That is just what I 
"want to get at, you said 100% which made it 

We little bit absurd, if I may say so, but if it 
"was 20 or 30%? 

WA, IT atill believe that a reduction in the price 
"of finished products would be brought about but 
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"Q- But my suggestion was, would it be called 
"for by this or any inquiring board and your 
"enswer is "No"? 
"A. Well, ur. Frawley, that leads us right back 
"to where I have been, on my assumption as I 
“told you before, that all my statements and 
"computations and everything else are based on 
"the application of the principles of compet- 
"ition and economic development and economic op- 
“eration, which is the only basis I can use to 
Yenoply to the situation here as I believe it now 
“exists. 
"Q. Well assuming that and using that-~- 
"A. Wait a minute, if you are willing to change 
"the situation as it now exists and give me your 
"basis on which I can draw some conclusions, I 
“will give you an answer but in my honest opinion 
"you are asking me to assume something which in 
"my mind is an impossibility and that is that for 
Yany long period of time, more than a few weeks 
"or months, a situation would exist that these 
"Companies are getting an enormous return on 
"their invested capital and an enormous return 
"T would say might be, I would say 100%; I can- 
"not conceive of that situation coming about 
"with these conditions and the facts as I now see 
"them in Alberta. 
NO. Dy. Brown, if you had found that there was a 


"rate of return here of 20%, instead of what you 
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"did find? 

"A. Greater than 205). 

"Q.- If you had found 20 or more, not much more, 
"Say B5%? 

"A. Yess 

"Q. And you had been asked the seme question that 
"you were asked a moment ago by the Chairman - 
"now it is not a public utility, just remove that 
"entirely from your thoughts, -it is a purely 
"competitive system and a competitive industry, 
"would you say, to use egain the Chairman's ex- 
"pression, that reduction in price was called for? 
MA. Yes, I would say that probably a reduction in 
"price fight now would be called for if in 19380 
"the return=-~- 

Ve va? 

"A. 1938, the return had actually been 30% on the 
"invested capital and other conditions are as they 
"now are, L would thei say that in my opinion the 
"orice of refined products is.too high or the 
"price of crude is too low. 

"Q. Then it is a matter of Gegree, it is somewhere 
"in between the 30% which I gave you hypothetically 
"and what you found, that you would stop saying 
"that a reduction was called for? 

ee noel 

"THE CHAIRMAN: I did not so understand 
"the witness, hx. Frawley; As I understood the 
“witness, he says that if it should transpire 


"that the companies under consideration had a re- 
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“turn of 20%, that even so, there should be no gov~ 
"Nernmental interference because that condition 


"would right itself in a matter of weeks or 


"W“monthsSe 
Wok re FRA WLEY : I se€ee 
"THE CHALE: AN; By the operation of 


“the economic laws and he points to competition 
"as the governing factor therein. 
"MR. FRAWLEY: Yes, then-- 


"WITNESS: That is right." 


(Page 17,458 follows) 
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MR .FRAWLEY: Now, therefore, I say even 100%. 


But he goes on, there is a little bit more elaboration of 


that. 


There is only another page. 

MR. FRAWLEY: Then we have been misunderstanding 
ourselves on the meaning of the expression 'callec LOL 
you do not say at any time is it called for by any 
governmental bodies? 

Beeause I do not believe any such condition would come 
about. You asked me to assume conditions as they are. 
Certain facts. 

1e87 

Now from those facts I arrive at certain conclusions. 
Now I cannot draw any other conclusions based on the 
same facts; when you ask me to completely throw out the 
conelusions which I have already drawn on those same 
facts, I would be hopelessly inconsistent if I did that. 
No, but you are open-minded enough to say surely that if 
you had gone into these books and figures and found a 
condition of 30%---- 

For" L938. 

You can assume that? 

xec, end Nera £ am in T9o7. 

Yes? | 

And that figure instead of being 12.8% in 1938 was 30%. 
Yes? 

And my estimate for 1940 instead of being 15% might be 
70%, and you ask me what I would recommend. 

Yes? 

And I would say in my opinion the price of crude is toda 


low or the price of the finished product is too high. 
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"Q and what should be done about it? 

"A Nothing should be done about it because it will 

" automatically adjust itself very promptly. 

"Q I understand." 
There you are. That is completely around the circle. 7And 
that is Dr. Brown. 
MR. NOLAN: Weve Cire 1st 
MR. HARVIE: it is very consistent. Hither 
public utility or nothing. 
MR. FRAWIEY: As Mr. Cottle says, he has a 
peculiar type of mind. I was only asking him to agsume a 
certain something, as we do so often in our work. But he says 
"T will not assume. I just cannot and will not assume 
there is no competition." 
THE CHAIRMAN: He says "In a competitive world 
why talk about lack of competition?" 
MR. FRAWLEY: het 1S right,. (oswppcse. 
MR. COTTIER: Ou get the same thing ino his 
discussion about the loaf of bread. I remember it very well. 
Mr. Frawley wanted him to assume that the price of bread was 
20 cents here instead of 10 cents, but he would not assume 
that at all. Because, he said, it could not be. 
MR. FRAWLEY: 50 he got to that same place. 
When I asked him to assume that it would be 20 cents I might 
have been wrong. My reasoning might have been wrong, but 
I asked him to assume it and he would not assume it. He 
could not. 
THE CHAIRMAN: Have you reached that stage in 
your argument, I do not know whether you have or not, and do 


not let me advance your argument in any way - hut there must 
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come a time when we get the benefit of your views as to 
whether or not Brown is not right, if you like subject to 
the qualifications that Dr. Frey makes - that you must 
never tell a person he cannot make more unless you are 
prepared to say "Ne witl take ways and means to see you make 
that mach." 
MR. FRAWLEY: D’ses the difficulty precisely. 
THE CHAIRMAN: Sometime we ourselves have to 
look at that and we rather hoped to have some help from you 
as to these difficulties. You see, if you said to the 
Imperial "Now 6% is good enough," just TOlLLOWwing ae, Tesure 
we have been talking about. "That is quite enough for you 
to earn." Are we to shut our eyes to what we have bem told 
over and again of the hazards of this industry and why they 
should have a rate different from somebody who is buying a 
Government bond, or who is under a public utility rate. 
We know from our studies on another question in connection 
With this Inquiry that public utility rates, even public utility 
rates recognize the hazardous enterprise where capital may 
be all gone, such as supplying natural gas where the pocket 
may disappear and the utility has nothing left. Now that is 
recognized in his rate, in a measure at least. He gets a 
different rate from the person who is handling a telephone 
where there is no danger of the capital going. 
MR. FRAWLEY: wes. 
THE CHAIRMAN: That runs through, as I remember, 
all the literature about it. Now, here you say 6%. It is not 
& utility. We do not ask to make it a public utility because 
we do not want the responsibilities attending to its being a 
public utility. All right, we put that to one side. We then 


say "Can you advocate 6% in respect to say refining operations 
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where they meet a brand new situation. If, for any reason, 
they more quickly than might be expected find themselves 
without an adequate supply from Turner Valley of crude oil. 
Where they are faced with technological advances, at least 

it has advanced with extraordinary strides. A refinery 

has a machine to-day of tremendous cost and no good to-morrow; 
Let one competitor come in with the other type of machine 

and they have got to get that machine or run at a loss. 

MR. FRAWLEY: That is why they should have the 
15%, on their own evidence of Mr. Bronsdon and Dr. Brown. 

But how do they do these things on 5.43%? ‘They do not get 
15%. Mr. IeSueur builds his new refinery in East Calgary 
and the books show he only got 5.43% ana I may be paying the 
shot to enable him to have got the 5.43% but put that agide. 
He only gets 5.43% and he builds his nice new refinery and all 
goes beautifully. There is the “stumbling “block. iG us 


just impossible to reconcile these two ideas. What do these 


people mean when they say 15%? Mr. Bronsdon says “I would 
like to have 15%. # I bet a nickel he did not make 15% 


Last years) OP course he did not, But he builds his nice new 
refinery---- _ 

THE CHAIRMAN: ~ ‘There do you get the 5.43%? 

Oh, that is all-Canadian? 

MR. FRaAyLBY: That is where he builds his 
refinery with. 

MR. NOLAN: How many years' profit in Alberta 


WOULGeM, Umeake torpulld & rerinery ? 


MR. FRALEY: Profit in Alberta, what do you 
mean? 
MR. NOLAN: Hoo 66,07 or eS years, or Le 
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MR. FRAWLEY: T am not talking about that. 

I am trying to reconcile these conflicting ideas about 

how much money they need. 

MR. COMMISSION=R LEPSETT: Might that not, within his 
whole reasoning, be one of the reasons he contemplates 
justifying this higher rate? Now, they have the refinery 
here with its capital &1l expended on it, and they arrive at 
a Situation where they might be put out of business if they 


did not modernize that refinery to compete with the B. A. 


THE CHAIRMAN: The B. A. would take the business. 
MR. FRAWLEY: Surely. 
MR. COMMISSIONER LIPSETT: His alternative to getting 


the 5.57 or 6%, might have been to do, to lose his whole 
capital investment in this Province, both in refining am 
marketing, and it might be vetter business for him to take 
that 5% rather than Jose everything. 

MR. FRAWLEY: Surely. 

MR. COMMISSIONER LIPSETT: But would not the answer be, 
or the argument be, that having regard to that risk of that 
sort that you could get a higher rate of interest? 

MR. FRAWEEY: Knowing he only got 5.43% and 
being fearful that the 5.43 might run down to 3.4, if the 
B. A. took all of his business. Because all the business 
in refining and all these matters come down to 5.43. That 
is a thing I find really difficult to reconcile. I do not 
think the 15% or 13% mean anything. They do not exist 
except in these people's minds. 

MR. COMMISSIONRR LIPSETT: qell, they must have been in 
existence in the past because the 5.3 now might have been 


three times that on the original capital put in because I 
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Suppose they were plowing money buck inwuo reserves, 

MR. FRAWLEY: | It is the intticacids of finance, 
I suppose, that is trues But it domed bask to what shoula 
be tne rave of retvurn. I am not in any sense advocating 

6% as the rate of return to whieh they should be held. 

But I am considering it on a somewhat different basis. I am 
trying to show that competition drove them to 6% in the all- 
Canada picture and why should not I get the benefit of the 


all-Canada competition and make my prices on that basis. 


is there axrything in that. That is the heart of my submission. 


I do not want fixing. iam not public utilizvy. LT amsnot 
saying I am guaranteeing them 6% as a public utility board 


says. Nor I am not saying if you go down to 4% I will see 


that you come back and have 6%. I am not saying that. 
THE CHAIRMAN: MO a you ere sayin ge Vly aime 


all Canada you are only able to make 5%, we will say, and, 
therefore, that is all we allow you to make in this Province." 
MR. FRAV LEY : Yes, perhaps that word is 
Mandatory and an imperative sort of a word, but perhaps it 
is the proper one. lL simply say I want the people of 
Alberta, now forgetting the fact that they own the oil and 
have the Number one right to the cheapest price in Canada, 
all other things being equal, forgetting that, I want the 
people of Alberta to enjoy that price which in the rest of 
Canada is such as to earn for the Imperial Oil Lirited 55%. 
I do not know where it leaves me. 

THE CHATRMAN: Whoen you are thinking of the 
people of Alberta and are protecting them, then is it not a 
proper thing to make a comparison with the gasoline prices 
in other parts of Canada with Alberta? 


MR. FRAWLEY: NO» 
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TH: CHAIRMAN: Why not? 
MR. FRALEY ¢ Becaus@a@----- 
THE CHAIRMAN: if they are not charging the 


people of alberta more than they are charging the people of 
Ontario, what complaint have the people of Alberta? If the 
pra ccene NS payine vie Pike the reat of Canada. 

MR. FRALEY: LC pati tris way. Lf the 
price of 14 cents in Halifax or 144 or 15% in Toronto 
results in a profit of 53% to the company then I want the 
rate--there is no particular magic in the price - I want the 
price to reflect---or I object to the price in Alberta 
Perlectineta profit er a rate of return in excess of that. 
THY CHATRMAN: You would even if it was less 
than the price in the rest of Canada? 

MR. FRA SLEY: fee. li ute price was In cents 
in Calgary and it still showed a return of 12, 13 or 14% 
and even With’ @ price say of 17 cents in Toronto, which 
showed a rate of return of 5%, I “ould certainly want my 
price down. ‘It is just I do not want the people of Alberta 
milked by the Imperial 0il Company to provide the share- 
holders of Imperial Oil, wherever they live, with a rate of 
return to get dividends working. I just do not want to be 
taken advantage of, that is all. Now, if in the application 
Ofethiat submission i’have got to go to the length of 

publie utility. control or shut up, that I think is an almost 
impossible,and absurd, perhaps, with respect, position to 
forcé me in. I do not want to make him a public utility. 

I am not concerned with the guarantee end. Not because 

I would be afraid to take 6%, but it does not lend itself 


to public utility control. Better have Government ownership. 
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Better the Government buy out the companies and operate them. 
MR. COMMISSIONER LIPSETT: Can you put it any higher or 
any better than saying this, if you once can establish it 
is 5 or 6% or some other rate of return throughout Canada, 
that so far as that rate of return igs exceeded in Alberta 
it would tend towards evidence of monopoly, or an actual 
monopoly which, in turn, would justify Government 
investigation and Government regulation. 

MR. FRAWIE Y: A breakdown of competition. 

A very serious breakdown of competition, yes. Upon the 


premise that the 5.43% is the result of competition in the 


rest of Canada then ergo there is a falling down of competition 


in, ,vhis Province. 

THE CHAIRMAN: The men we have had looking 
into it here say there is very keeh competition in Alberta. 
It is very real, not only between individual competitors 
but between the products themselves . 

MR. FRAWLEY: And who am I that I should say 
them nay. But I am saying them nay in part. I do not 
Subscribe entirely to the fact that there is competition. 
MR. COMMISSIONER LIPSETT: The only answer to their view 
as I see it, and as the Chairman puts it, really whatever 
answer is to be derived considering the lower rate of return 
in pe rest of Canada. 

MR. FRAWLEY: Then we range along with that, 
as to what happened in the Province of Nova Scotia. Vell, 
I will deal with that in good time. Mr. MeNeill goes to 
Halifax and he finds----well, let me discuss that when I 
come to Nova Scotia. 


MR. COMMISSIONER LIPSETT: I was trying to sort out in what 
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way the rate of return in a tuant of Canada affects this, 
sh weds areas w ge 

MR. FRAWLEY: ; Affects, this? «It 16) 9ust te 
give lS aA Ssparting point. Just to give us, I have the 
feeling, bolstercd up and supported by the absence cf any 
contention to the contrary by the company, that in the rest 
of Canada competition drives down the prices. Competition 
drives down prices. 

TH! CHAIRMAN: Your argument is predicated not 
on competition but on rate of return that they should tbe 
allowed. Surely then it strikes me at the moment that if 
that is the argument - I mean the argument mist rest on 
something and if that is the argument haven't we got to know 
before we apply it to this Provisce that it is a fair rate 


of return on the money invested for the kind of business they 


are in? 
MR. FRATLY: Now, «xr. Chairman----- 
TH! CHaTRMAN: You say competition is driving 


them to this down there. Yell, between competition and 
Governments,perhaps, they are there. But is it our duty 

to set as a stamard for this Province, to the extent that 

a recommendation might help to do that, something that might 
be predicated upon absolutely cut-throat competition that 

has on more than one occasion practically driven the industry 
into bankruptey in the United States. 

MR. FRAWLEY: | ; Now, that is right. That is the 
danger in the submission I make and [I say, to neutralize 

that danger, I point to the absence of any protest by the 
company to this Board. They knew the things we were going to 
give our mims to. 


THE CHAIRMAN: That would you say to their 
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probable answer, at least something that I would like 

answered anyway, whether they put it forward or do not. 

That the position is that we have not beer called upon 

to meet or enter upon a consideration of the Canadian position. 
MR. FRAWIEY: «AAS ig lin eh 

THE CHAIRMAN: If this were a Dominion-wide 
Inquiry and they no doubt would say it should have been to 

be effective for the purposes which you now seek to work out, 
that it was not a Dominion-wide Inquiry. Je never felt we 
were Galled upon to deal with it as such. We did not think 
we were settiing down to a five year Inquiry. We thought 

we were just concerned with alberta. You come in now and you 
say "But look at the Canadian picture and be guided by it 

in determining what you will do with Alberta. Although 

you haven't any knowledge about it at all. You do not know 
Peelicteeviane Ato Wy 1%. 1s. so." 

MR. FRAWLEY : I would have thought, Mr. Chairman, 
that the Imperial Oil Company would have supposed tht this 
Commission might have been, have foreseen this possibility 
that it might have been shocked, whether in my urging it 

or at the motion of the Commission itself, that it might 

have been shocked to find that the company earned 54% in 

all Canada ard 11 or 12% in alberta. And they might have said 
to themselves "Yell, this man Frawley is going to bring 

that to the attention. of the Commission and what shall we 

do about that? let us explain to the Commission it is 
dishonest or unfair competition in Quebec, about this man 
bringing in these gallons from Texas. 

THE CHATRMAN: Did not they say to themselves 


Te do not have to meet that ? Goodness knows we have been 
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long enough and at enough expense to meet what we have to 


meet." 
MR. FRAWDY: Well, there are two alternatives 
for me right now. I can say to you "eave everything as 


it is, 18, 16 and 1%, just leave it there and come with me 
into a discusson of what we are going to do with Mr. 
Halverson in trying to get that price down. That is one 
thing. But rather than just say that and put my benediction 
on these prices, because it is very bitter for me to have to 
CoP Surtoeee Pneve GO a0: 4b. 

MR. NOLAN: Why? 

MR. FRAWLEY: Because they are. too nigh, rs 
Noaln. Rather than do that then I ask you to give me a new 
starting place. The Lord knows it is a small enough 
Pegucvion Pram asking; the reductions “are small shower. 

But give me a new starting place and then ¢ome with me into 
competition and follow me in my discussion of what this 
Board will do to drive Mr. Halverson to put this price down. 
There’ are the two alternatives. There is not a tremendous 
difference. iit follows thet directly 1 ask You to take 
1/10 cents off this price----- 

THE CHAIRMAN: Mandatorily? 

MR. FRAWLBY : Yes, by order of the regulatory 
board, and yet Mr. Halverson can take ten times 1/10 cents 
off to-morrow morning, just as he wishes. 

THE CHATRMAN: That is competition. 

MR. FRAWLEY: That is competition. “Bul 12 you 
do something it is wholly wrong. 

THE CHAIRMAN: If their reasoning is right 


it is to be borne in mind that Mr. Halverson is not taking 


a ats, 


ame Fs 1 Fy 4 Py ; : { ; het eo + 
4 e - ‘ ; e * ‘ s i id . 
% , : : Fa . fe ; a . : =; : as == 3 
— se + ™ . . * ‘J Se rH 2 < . ; 2 
: : : = se oie = é i ess ms ret 
= : : 2 it Me fo ¢ *t 5 a se a4 tee i: —s be wae 
= ' Pe 3 ‘ 
: Ee 4 , : i : . i _ r ey ye 
2 = 5 = é : ys ¢ ‘ - 2 
ae eas z 3 = . 5 = ree Lae ie 
~ , - ak os . = t = ped esa ae a 
<aiee - ” ‘ zs ed + tx ae 
A r . 3 3 r a ih “a é ae 
7 aA i ‘ie = Bak is : Oo - 
a 2 ‘ : ; a . , “ = in 
i # 7 4 ee Be : ti oe E 
* y En : Le a = at 
eae: 1 F + = ie = : ‘ied 
- coe y yt - Ss eo a ac — me 
= - _ A Cie po as 5 wo 2 2 e 
a= = =a “ r : 2 : $ 
1! ct + a ek 4 a i “ 3 7 
“a 2 a as rn cy $F = b - 7 
: i : on Ae 5 AX z= P ag 2 : ok 
4 = wh ‘ ~ s - 
-, ae . 
’ te 3a a : 
% : x = ia) ay, 4 poe w f : 3 
a4 z 7 ©) fe “ § : cee = = oe 
as - * pak ‘ ies 4 bee fone 2 Sar a 
eg ae Shain = = q c 
=- & - = ok E x ay ise re mo 
Sirs Bis ate as 5 r . - 2 Gs x 
= i : ‘ 5 : a i 
ee ~ z, ee haere = --- Soe L ef 
= ‘ - i 5 : 5 2 3 5 bs 
: - - al : Sa Sexe + . a “ x 
< : tt a Pee vee ‘ r - ret i 
= == é das oa ‘ ae eeu Ps . : : “ta uPo 
- - ‘ : ' : : a 
3 . x 0 oy F = Lao = Let 
oon 3 eh 2 = ie : od ; a : 4 x 
q 4 : ee r tae Oy 3 = = 
‘ . - 5 ie 2 5 
z - ean : Se z x 2 wee % moe a . 
Be = tee -. nS - wen us 
: =o a= cee ~ ; : ae oe da = <F 
~ * - ae ae oe 5 WG = as 
; on are =: oa S te i eee ims sy bers 
ss S = < =, ie 7 = = ie Loe . = 
» EB pert) =. :, . 
ict 5 3 Le a hoa Spe. a i 
is as 2 dina 5 Bee Get e sey x 
‘ee need . = 5: zt am ™ Fs E = 
a. ba a rune as a! an : 
— ri - 3 
ca Ss ase - ‘+ i a Zz : 
a = Fi + A. = ce ne 3 
Ke roa Eis : 5 
& : = : : - a a : 
Ge ae we is tes 5 = te ae, is 
- t = ell = . Tope ‘ : 
eo 2 aos 2 See. a rate 4 ae =t i . 
+> - & Sh a a aie ae oe = Zz 
ay igs’, ee oe os fot - ss ten a Sih x wae oo 
ee . ehice of “ ue ee tie a4 . 
= ane . ‘ Po m4 = 3 = Ris ao - = : = 
: LG ee we : sr = 
a os mt a5 ca rhe 
pe es ie z, : 2 24 - 
an &, FF . : ae 
~ ea é 


T-3 
12 


-17,469- 

Veda, Srawver, Ki’ -Os 

DULOLL Mr. Halverson is being coerced in doing that. 

MR. FRAWLEY: mre Mayland takes it off through 
Mr. Halverson. 

THE CHATRMAN: I have some sympathy with your 
remarks about the long swing. I too might think it wuld be 
very long in catching up. But that is the theory anyway 

that has been put before us that competition coerces and 

1G ic nou Halverson Going this. Dunl ows one world 
situation. 

MR. FRAWLEY: AS 2 Mawser cf facts it. goes so 
Per ie ip were nelvyerson doing it it might be wrong. We 
have to watch out when Halverson does it on his own account. 
That ts when it becomes punitive, they say. 

THe CHAIRMAN; tes. Li Halverson does: 16 tco 
quickly he is a bad man. He is putting the independents 

Gib Of business and lie is going into a monopoly. . Well, if do 
not know. | 

MR. COMMISSIONER LITPSETT; There is another difficulty that 
is presenting itself to me and no doubt you have thought 
about it too. To get a basis for your argument I] think you 
have more or less to assume that this all-Canadian rate of 
return is the result of competition, the competitive system. 
MR. FRAWLEY: eg apna Cae 

MR. COMMISS IONSR LIPSETT: Iwas just thinking is that a 
fair assumption to make, to start off with, because it might 
well be that the situation in the East - take Nova Scotia 

and New Brunswick, is the result of competition plus legislation, 
which may or may not be justified there, and may or may not 
Dee jJUSbIfied here... 


MR. FRAWLBY: I say if it had been anything but 
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competition I think they would have protested. Mr. LeSueur 


and Mr. Halwerson were wea easual and very indifferent 

about the Nova Scotia legislation. The words are in the 
evidence. The prices in Nova Scotia are competitive. Which 
may be the complete answer to what you say. 

MR. COMMISSIONER LIPSETT: It may be. There is either 
actual legislation resulting in something or there is a threat 
oF lezgisiation in both of these Provinces, which is super- 


imposed upon the competitive system. 


MR... FRAWLEY: Taet 1s going to be my pointote 
you. 
MR. COMMISSIONSR LIPSETT: They do not rely on competition 


down there, the Governments don't, to drive the rate of return 
down to this standard rate you expect. 

MR. FRAY: Ll am going to analyze the 
correspondence. 

THE CHAIRMAN: (nee you get into Covermie nt 
inpertering you do not know at all. It is a speculation. 
They Might..say to the oil company or to the oil industry 

"You just put that price down to so-and-so to-morrow or else 
we will make it a lot worse for you." Once you get into that 
field you cannot surmise about it. 

MR. FRAWIEY: fo may oS anticipating, as you 
say, when Governments start to interfere---- well, let us 
take an example. One submission I am going to make is that 
these 100% dealers’ discounts should be abolished, wiped out 
of the competitive sys tem. Now that is Government inter- 
ference deri nitely in. the ee system. I wonder 
whether that is something that matters. Can we do nothing at 


Bs, Can we just do nothing at all about it? 
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MR. COMMISSIONER LIPSETT: That may be interference to 
make true competition, and to prevent the approach of monopoly. 
It may be just as right to assume that down in Nova Seotia 
and New Brunswick the Governments there would say "Vell, 
you keep down your price here and get your big profit out in 
Alberta where the crude oil is right on the spot and you can 
still give them a low price for gasoline." That might be 
their approach. Not competition at all. 
MR. FRAWLEY: Yes, and we are here helpless. 
THE CHAIRMAN; It might not be the oil companies 
but the Governments of other Provinces affecting your consumer 
out here. 
MR. FRAWLEY: and is not that another reason 
Woy §l Snoaid ine sooner get a big club in my hand, 
if they are being clubbed into doing things? 
THS CHATRMAN: And what happens to the corpora- 


Ti0n when you are all clubbing? 


MR. NOLAN: ah’ 
MR. FRAWLEY: Again I say the corporation came 
in here and they talked with complacency when we were 


talking about Nova Scotia. They should have gone wild and 
said "We are glad to have an opportunity of telling you of 
the clubbing we are getting in Nova Scotia." No, the prices 
in Nova Scotia are competitive. It is a weird am wonderful 
industry, this industry. Because if there is any clubbing, 
as lir. Commissioner Lipsett says, that may be something other 
than competition is working down in Nova Scotia, you would 
think that they would have shown it to us as a horrible 
example to keep away from in Alberta. But why let us speculate 


at all for a moment. In Nova Scotia they are in there with 


of loameesaatee srt 
ethecnaatrbosdangs gas roe vacita 
Past. ee etuiieoe Peed ihre 3 ond ane ; 
yeh retinas tent. eandnae watt Ty, | 
cio: Bone a be “ting. its srw: alae xoou & ia 
Dei ire Seas at bgk? sad 96 Wakes ai tte sbunte exit evete"s 
apes hut et tt en Seay eat ¢ Sieg Pay - eet othe © ws i 
Rae: eee oanetRaqaedh * yout  ceostd j 
. > ica ee a 
wppotte: pied eapood fas weet eal sr ? 
Zs ae o tt av hep satgi je a w eet of me os 
ayy ae thy eee eres veg cit ‘toe Sasi a Oe ei id 
hee ; Se a ey ae 
a hate Pay 
elon TERR nme Stee hess nag Save a rc peng 
,DBRYD Wah ce AaEO ho Fey WOHGOE ‘~ Hehe. 4 gee | iY 
ore ets qatar aes petdets aint hoes ‘wt ; 
Saniddote fis Hed nd 


hee 


wees Aap Sot we ay vane 7D iit 
Hate a 


eit, i 2 Rie 
Pa ee ek olf) ER 
Brat, Sat ores 


ae 
be: 
ae 
a 
=. 
it 
t. 
25 


gtomiyues: Seat Egeee @ Gk i. 


ase dete, 


'-3 


-17,472- 
i. g@. Frawley, K. 0. 
the top stop. They do not have any Commissioners 
carefully analyzing matters and hear our great men from 
Washington and ann arbor. No, they went into top stop 
legislation with none of that. They might say to the 
Imperial Oil Company "Well, your profits have got to come 
down here and you had better go out to Alberta and Oi iat 
where they are not smart enough to move for themselves with 
this idea." But that is just speculation. But that might 
be one of the things that is happening. But I always knew 
tf had to face the suggestion that it has got to be one thing 
or’ the other. Publie utility control all the way with its 
guarantees and anything, and there cannot be any half measure 
on the suggestion of Dr. Frey to the Commission. ALY I am 
now suggesting to the Commission, and all I am saying is 
if you are impressed with the suggestions I have made that 
eommeulit onera ney citective here in refining or in"meérketing, 
those are my steps. 
TH! CHAIRMAN: Have you any submission, having 
regard to this industry functioning as it is in the Province 
of Alherta, with such risks as are attendant upon it, in 
that particular geographical position, any suggestion, 
assuming that your argument were accepted, as to what the 
rate of return should be. 
MR. FRav ORY: I say it should be----- 
THE CHAIRMAN: You have told us about 6% ana 
8% and 10%. 
MR. FRAYLEY: — I gay a maxinum of 10%. I do 
not think this industry should be permitted to earn - and 
I do not say that offensively I hope - any more than 10%. 
A maximum of 10%. 


MR. COMMISSIONER LIPSETT: Is it earning 10% at present? 
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MR. FRAWLEY: JNOU Onvmerketing. Tt lishonis 
earning 7.56. So, perhaps, it is idle to talk about 10% 
or even idle to talk about 8%. There it is, 7.56%. Iam 
waiting with interest the tine when that price will go back, 
when anybody will attempt to put that price back up higher, 
unless an extraordinary situation happens. aA falling off 
in the supply of crude. I hope it would not go back up 
because of an increased cost in marketing. JI hope the price 
will not go back now, surely with the bigger volume and lower 
cost. I hope the price wauld not go back up except for’ the 
price of crude. And then what is the situation. The company 
is how meking, if it adheres to its present price, using the 
if7oe COSsy, 7.56 on imearketing. I presume it contemplates 
that. It contemplates remaining at 7.56%. But surely it 
has in contemplation that new companies are coming inte 


the picture all the time and these companies cannot do them 


any good. They can and must do them harm in the way of 
gallonage. 
MR. COMMISSIONER LIPSETT: We are speculating on 1940 


in reality, are we not? 

MR. FRAWIEY: Yes. 

MR. COMMISSIONER LIPSETT Assume the marketing picture 
remained pretty much as it is, which, I suppose, involves the 
assumption that any increased competition will be counter- 
acted by the increased total consumption and one may play 

Ctr evoins; the other. 

MR. FRAWLEY: Yes. 

MR. COMMISSIONER LIPSETT: But when we come to refining, 
has it not to be considered that competition is likely to 


become much keener next year. The British American new 
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refinery is now being operated and we know definitely there 
is another new refinery, Mr. Mayland's, which was not in the 
picture at al] in any of the figures we have taken. And then . 
we have this prospect of Mr. Plotkins! refinery. 

MR. FRAWIEY: yes. 

MR. COMMIS. IONER LIPS TT: and is not competition becoming 
more true competition and more intensive in refining? 
Assuming that there was not real competition and there was 
very much of a monopoly in the refining end of the business 
in the past. Is not the general trend of the evidence that 
that competition is becoming very near true competition if 
we contemplate 1940? 

MR. FRAWLEY: I am not pessimistic at all. 

i think we need a referee. I think we need someone to 

watch this industry more closely than it has been watched 


bue L think the trend is downward. 


THS CHAIRMAN: That might be something different 
again. 
MR. FRAWLEY: Yes. Of course, in the regulatory 


board I am going to suggest, I am going to hold a lamp as 
far as powers are concerned. The powers should be there, 
whether they are ever used or not. I may have difficulty 
with the Commission when I get to that. You might ask me 
what the board should find in recommending price fixing; 

at the moment it is simply adding that particular arrow to 
their sheath. 

MR. COMMIS SICNER LIPSEPT: That might be quite a different 
question because if you had a proper board and, as one would 
assume, a perfectly honest am impartial board, and if they 
found ---- 


THE CHAIRMAN: “ith special knowledge? 
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MR. COMMISSIONER LIPSETT: Yes, with special knowledge, 
and if they found other competition as regards price they 
might find it unnecessary to interfere with price. 
MR. FRAWIBY: Yes, they could confine their 
interference, if there should be any interference, te 
marketing and so on, or licensing, but always with this 
wesiduary power of fixing price if , in any event, for the 
good of the industry or the public or the consumer, it was 
needed. “That will be my submission when I come to it. 
THS CHATRMAN:A There could be ws Wire rences 
between price fixing at any time and saying that the 
industry should not have full range, except within certain 
wide limits. 
MR. FRAWLEY: TD did not catch the famsi ee 
TH: CHAIRMAN: I say is thre 4 difference 
between having a board or a Government or anyone else fix a 
price at which the product shall be sold or saying that the 
price shall neither go up nor down within a certain range 
without the consent of such a body. 
MR. FRAY LAY : Vthink that. be a wery close 


relationship. 
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MR. FRAWLEY: I do not know how that would 

work out in actual practice, 

TH: CHAT RMAN : For exemple Dr. Frey says you 
never need worry about a top-peg;3 once a product goes 

down, generally speaking, it stays down, 

MR. FRAWLSY: By te Nard to. 28st 1b Ups vas. 

THE CHAIRMAN : It is the whole story of the 
industry in America and in this Province too indeed, from 
whet we have told has happened. 

MR. FRAWL3Y: Yes. 

THE CH ALRMAN : So we need not be too worried on 
the one hand about fixing a top-peg and I suppose equally the 
industry need not be very worried about the top-pege being 
there if it always goes down. 

MR. FRAWLAY: surely, it seems to be a meaningless 
thing, this top-pee. 

THE CHAT RMAN: All right, and your bottom peg 

if ever put in is only to guard against monopoly, is it not? 
MR. FRAWLEY: And destruction of competitive 
forces. which leads to nothing. 

THE CHAIRMAN: The whole object of it can only 
be, “monopoly”. 

MR. FRAWLiY: Of course I think they have that 
power, they have the power of the top stop because something 
may be happening. 

THE CHAIRMAN : All right, I say that may be 
argued as I see it on the ground thet it may never be needed 
but it can harm no one to put it in. 

MR. FRAWL3Y: That is the thing. 


THiS CHAIRIMZAN : Because the evidence before us is 
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that the industry in America has consistently reduced the 
price of these products over the years. 

MR. FRAWLEY: Yes. 

THE CHATRMAN: And that it has done so in the 


Province of Alberta over the yeers. 


MR. FRAWL3Y: Yes. 
THE CHAIRMAN : WS heve the evidence not only 


of historically but of the witness Frey who says, “one need 
Hever Worry really about the top stop ,' he says, * once it 
hes gone down it stays down. It may go further down.” 

Riss Pi ent, sere 1s your top. 

With regarj to the bottom there 
may be no purpose in all the world in reducing prices beyond 
what competition indicates unless it be to destroy the 
competitecrs., 

MR. FRAWLEY: Yes, and we have a section in 
the criminal code which is designed to prevent that but in 
any event when I come to that my submission would be that 
it should be a top-stop not a bottom stop. 

THS CHAIRMAN: You meen where one corporation, 
where one corporation cannot run the price down. 

MR. FRAWLGY: They cannot for the purpose of 
destroying competitows charge a different price in one part 
of Genada than they charge in another part of Canada, some- 


thing of that sort, 


TH! CHAIRMAN : Oh, I do not remember the section. 
MR. FRAWLEY: Tt is a new section put in. 
& CHAIRMAN: But it relates to discrimination 


in parts of Canaaa. 


MR. FRAWLEY: That particuler section dealing with 
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the destruction of a competitor by adopting e price which is 
purely an expediency end not e genuine price, a price which 
seeks to drive out a competitor in e particuler area, 

MAJOR LIPSETT: That does not refer to the 
situation in Southern Alberta, does it? 

IfR. FRAWLEY € No, you meen so far as the 


Imperial is concerned, the prices they are cherging there. 


MAJOR LIPSITT: There are two different prices. 
MR. FRAWLAY: Oh, &@ special fre nee 

MAJOR LIPSETT: wea. 

MR. FRAWLOY: Well, I do not like to give off- 


hand opinions about sections in a Stetute without looking at 
them. £ do not know whether 1t would apply there or not. 
Well tiem. Mrs “Chelrman. si 
pass if I mey from this, 
| Now I say thet if by any chence, 
well I say first that we are not content to rest our cese 
here merely requesting e recommendation of a orice having 
to be reudced in the manner I have indicated; even if the 
Commission said to me, “Now we are prepared to state or 
recommend what you suggest but is that 411 the relief you wish?" 
and I would say, “Certainly not.” 
I put it to you whether or not 
the submission which I have just made is accepted or is not 
accepted, in my submission it is in the public interest 
that the sanction of law should be given to the marketing 
practices that will insure the effective working of the 
competitive forces, either positively or negatively; that 
wiil sanction marketing practices that will effectively 


insure the effective working of the competitive forces I Say, 
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and those marketing practices will be discussed now in some 
detail. 

TH= CHAIRMAN: Is this your fourth heading or 
is this part of marketing? 

MR. FRAWLEY: No, this is still part of marketizng 
and I was just going to say, I was coming to tHav, ao 1s 
difficult to pigeon-hole this argument, - I am sure my friends 
Mir. Nolan and tir. Harvie found it the same, - and something 
Which I have put im a category, now they have put perheps 
differently. It does not really matter and their order, 

I am a modest sort of person, - and I have no hesitation in 
saying their order is much better then mine, - but it has 
occurred to me that it is better to put it in as the kind of 
thing which should be regulated to bring out a better price, 
and then I go to some other matters which I heave discussed 
in the memorandum celled, “Collatersl Merketing Matters" 

and it is exceedingly likely I will come back again to this 
cardinal principle when I am discusging these so-called 
"Collateral Marketing Matters", so I do not want to be put 
into too tight a straight-jacket with respect to the class- 
ifications of these subjects of discussion. 

Now the first thing I want to 
discuss is, I have six of them, and 1 say these are the 
marketing practices which either the encouragement or the 
discouragement of these things will, in my opinion, tend 
towards keeping the price leader, - and frankly, 1 pet at 
very frankly, - he is the only person we need be concerned 
with, the only person the consumer need be concerned with, - 
the consumerst eyes always need to be directed to the price 


leader, even if he does not buy his gasoline, he mist always 
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have his eyes on him as the price leader because in the 
whole history of this province there has only been one price 
leader, with one exceptional exception, one exception in 1936, 
I meen in regular gasoline; now there was a price leader, 
I do not know whether you would call the Gas & Oil Products 
@ price leader in third structure but that is a separate matter. 
Generally speaking there has been one price leader and only 
ons and in 1956 after the Dominion Tariff was reduced on 
gasoline 1 cent, to 1 cent from 24 cents, the Company that 
meade that order and the Dominion Government,that made the 
tariff effective was the Texas Sompany and that really was 
as it should be because whether the exas Company was losing 
money before May 1956 or not, nevertheless the Minister of 
Fineness, With some propriety, pointed his finger at the 
Texas Company and seid, “You have a 1% cent less cost, laid 
down cost on the first of May 1936 than you had before the 
istior, Mey, 1956 and you hed better see to it that a price 
drop takes place", that is sbout what happened between them 
end so the price was dropped 1 cent, not the full 1% cents, 
the price was dropped 1 cent but they were not the price 
leader and they never have been. The Imperial Oil Limited 
is the price leader in this Province and I am, therefore, 
going to suggest that these six factors be regarded az 
something which will speed uv competition, all looking, all 
looking to a reduction in the tank wagon price up to a point 
where that reduction would reach a point where it might 
impair the ebility of the company to Carry on: 

"(1). Is the posting of tank car prices; 

"/2), Abolition of the 100% dealer contract; 


. . or —4 4, b. : * * os a BH 
"(3). Discontinuance of ithyl discriminations, 
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MR. MACKEN Zies$ You cannot discontinue something 
which does not exist. 

MR. FRAWLEY: It is fitting that M Mackenzie 
should come in at this stage, 

MAJOR LIPSETT: Would you mind repeating that, 
Mr, Frawley? 

MR. FRAWLEY: (3) Is the discontinuance of 
the ="thyl discriminations; 

(4) The posting of wholesale 
prices at the wholesale outlets in the country; 

(5) The expediency of Government 
operated pilot stations; and 

(6) the encouragement of co- 
Operative agencies. 

Now the posting of a tank car 
price, My first proposition is the obvious one, there is no 
real tank car price in Alberta and Ll refer you to Dr. Brown, 
Volume 78, Page 9,041 and 9,048: 

"Q- %MR. FRAWLEY: In commencing a study of these 


5 costs, I understand you found there was really no 


such thingessa@ refinery tank car price, for your 

i pu rpo ses? 

"A Yes, that statement is correct. That price is 

" based upon a tank waggon price less certain discounts 
and with some freight and taxes involved in there. 


tal But I mean to say, that is not just quite what I 
" meant. In the United States there is a well known 
A quoted posted tank car price at the refinery? 


Cm In some areas. 


nd 9) In some areas at which any person can go and buy? 
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That is fight. 

Did you find there was any departure from that 
situation when you began a study of this Imperial 
situation at Calgary? 

No, I have not investigated that thoroughly but it 
is my informetion that practically no gasoline is 
sold thet way in Calgary. 

Yes? 

We find that same condition in parts of the United 
States also. That all of the gasoline which is sold 
either through reguler jobber contracts or through 
their own merketing organization. 

Now is that why then you take these jobber contracts 
and, made them, es you might say, the posted tank car 
orice at the refinery for your purposes of determin- 
ing the refinery spread? 

Yes,.theat ws correct, thet there is no posted price 
at the refinery at which jobbers and other people can 
buy. 

And so for your purposes you take, you regarded the 
merketing department - you divorced the marketing 
department from the refining department itself for 
the purposes of arriving at the true refining spread 
as dustaneuished from the true marketing spread? 
Yess 

And that is why you have laid emphasis on this 
jobber rice, that to you is the effective tank 
car price at the calgary refinery? 


Yes. If I understand you, yes." 
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Now, oh, yes, and then -there is something else I should 


follow up: 


"Q I think this should be cleared up now. I hope 
i 1t.is not 2etiting too much into merketine. Li 
Hy iecoe ioe 26 pevyond Exhibit "257" which 1s 2 

My sheet of posted prices generally.' 


those are posted tank wagon prices, sir, 


; PNG Lhe merely pub this information to you which 

hd you will heve to assume with me, Dr, Brown, as 

Y correct until it is put into the recom as evidence, 
ft if you assume with me the posted tank car price on 
; HSso? 


Wa tank car? 


") . Tank car price on Esso and Three Star gasoline is 


Mu 1% cents under the posted tank waggon you would 
" immediately reject thet as the effective refinery 
a door price? 


"A . Unless practically all of the refinery products 

" were sold on that basis. 

"Q That is true. But if there were added to that that 
practically no part of the product is sold on that 

iH basis then you would pay no further attention to that? 
wa Theat would have no significance in deternining the 

‘ refinery price. 

"9d And if I put it to you that was the posted tankcar 

} price of these two gasolines, then I presume you would 
vl say there is no tank car price as far as that goes? 
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calls its Renown Fuel and Renown Gasoline, which is 

a brand whieh they sell to certain jobbers - if you 
take it from me that is so - the tank car price on 
that is 34 cents under the posted tank waggon price 
of Esso and Three Star, would you agein say it was 
not as far as you were concerned the effective 

tank car price? 

Unless appreciable quantities were sold on that basis. 
And if they were not appreciable, but if they were a 
minor part of the output sold on that basis would 

you egain reject that and go to the contract jobber 
price and use that? 

I would take thet into consideration, whatever minor 
factor it was. These prices have not been arrived at 
by any consideration of tank waggon price. These 
represent the averages per gallon on the dollars 
actually received by the company in 1938. 

From the jobbers? 

From the jobbers, yese™ 


Now then, ifr. Halverson says, - 


that is what Dr. Brown says, - and Ilr, Halverson says, in 


Volume 85 at Page 9,825: 


Now let me put one question to you, there is in 
the City of Calgary in Alberta no open-tank car 
merket, you are not selling in tank cars really, 
except to your contract jobbers are you? 

That is correct. 

Now if a group of retailers in the Town of Red 
Hedi grouped themselves together into some sort of 


an association and came to you and asked you to 
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sell them gasoline in tank cer quantities at jobbers? 
prices, which would necessitate their operating some 
storage, some central storage and perhaps buying a 

tank waggon, what would be your attitude towards any 
such proposal? 

We have a posted tank cer market. 

Yes? 

Available to anyone in any single tank car quantity plus 
3¢ cents below our posted tank waggon prices and that 
would be available to them but for us to make very 
Special prices to them, the same as we do to an establish- 
ed organization like the North “tar would merely be 
eliminating our own system of distribution. 

Yes, I just want to make it clear and get it on the record, 
you feel you could not treet with those people because it 
would be simply giving to them a certain selected portion 
of your market, a good portion? 

Yes. 

The cream as it is sometimes called? 

Yes. 

And leave you to carry the Province wide organization? 
Bxact ly. 

TI want to be clear about thet, so thet if any group of 
men, the garage dealers, the motor car dealers in Calgary 
for instance, if they bended together and came to you 

and said they would like to buy gasoline at North Ster 
prices you would tell them you wers very sorry but you 
could not do business with them at all? 

It would mean thet orgenizations like that would of 
necessity function in selected areas and the loss cf 


gallonage in that particular area would not by any means 
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be compensated for by the reduction in expense. 

Yes? 

And the net result would be higher marketing 
expenses per gallon over all in Alberta, 

Yes, well it may be perfectly obvious but I want the 
Gommission to be quite clesr, that this marketing 
system of yours does not permit you to allow a 
Peteiier to. come close to the refinery, thet is ali, 
you see that is the other side of it, let me put 

it to you ---- 

We have only one price to the retailer, 1 cent off." 


Now let me see if I have anything 


else to quote wwes, @ short quotation from Dr. Frey in Volume 


130, at Page 14,535! now Dr. Frey says: 


WG 


tt 


tt 


Now I would like to have your views upon this 
question, would the existence of an open tank car 
metket, 6%. the Galeery refinery be a good thing oF 


a bad thing in the Alberta marketing picture?” 


Well then we got confused as to what thet meant but perhaps 


I had better read it because it is not very lone: 


WA 


a 
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I think it depends on what you mean by “an opez tank 
car price”. 

Now then I mean this, I am a service station 
operetor in Alberta, or a group of service station 
operators in Alberta, or a group of garage owners 

or whatever you want to call them, and I am eble to 
buy, I think, about as much, at least, as the McColl- 
Frontenac bought from Mr. Helverson in 1958, which 
was about 472,000 gallons. I go to Mr. Halverson 


and I ask him to treat me the same as he would treat 
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" the McColl-Frontenec and I ask him to sell me 

a at the refinery door in tank cars. Do you think 

A ther refinery should be accessible in that way to 

i all buyers who are able to buy in tank car quantities? 
WA That would not be an open tank car price. That would 
w be contract. 

Po Yee, Perheps what I should say is do you think the 
4. refinery should be more accessible to the sellers of 
" gesoline than it is at the present time? 

Wee That depends upon the result you want to produce. 

"6 I want to enable sellers to get a better price than 

x they are now buying et, which is the tank waggon? 


ss for what purpose? 


i) WelL, one purpose would be to give them a larger 
; spread and make competition more free and in that 
" Way probebly bring down the price? 


ie 3 To give them a higher spread to give away? 
"Q To give away to the public, yes. 
"4 Have you any assurance they would give it away? 


"Q T am assuming that if they were able to buy gasoline 


di from Mr. Halverson st 10 cents whereas now they heave 
t to pay Mr. Halverson 164 cents, it would be reflected 
“ in the market price. I am assuming that. 


th Let us examine what a tank car really is. 


"6 PYG a6 ur Le titus I only asked you to get your views 


29 
~ 


OT) Gita 
Now then certainly I want to calljour 
attention to Dr. Frey's answer but it is, well I am going 


to make a point of it so I had better certainly read BAL ra te 
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mean I am making a point of this thing. 
THE CHAIRMAN: You are reading from where? 
MR. FRAWLSY: I am reading from Page 14,536 and 
I am reading from Dr. Frey's evidence. It really commences 
in Volume 140 at Page 14,535 and it runs through to Page 14,539 
and I am reading at Page 14,536. 
nk We have two tank cer markets in the United States. 
a One tenk car market is really nothing but a rominal 
: quotation on the part of the refiner to indicate the 


% basis on which he is going to calculate commercial 


7 business and he names this tank car price. Now, 
Mi that price is not for the re-seller. It was never 
A even intended for the re-seller, It is intended 
: as a base for commercial contracts. Now, on one 
e size of business, perhaps, the commercial contract 
is 1 cent over the tank car and another will be 
" eae halt @ cant and: another c quarter cent; and one 
n Will be a quarter cent under or a half cent under 
is Or Ll cent under. that tank car is only e point 
% of departure for commercial discounts and the 

vs commercial discounts are even quoted. I think 
ee Pwo ee oa 01 Chip. === it does not make much 
He difference, that does not help me, but I could bring 
" you in a statement that I have downstairs of one 
A company showing the various percentage of gasoline 


dy that was sold above and below their basic tank 
yy car on commercial business, Now, there is another 
tank ear market and that is the spot market, The 


. spot market, either in the Gulf or in Group 3 or 
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whatever it happens to be, represents a quantity of 
gasoline that is not covered by contract. All refiners 
try to cover their business, as far as possible, by 
contract. It is important for a refiner to have an 
assured outlet for his products. He bases his operation 
upon the amount of business that he can assure to himself 
and that is the reason he makes many of these deals so 
thet he can have a dependable quantity of gasoline to run 
through his operation month by month, depending more or 
less on the general economic comditions, conditions of 
the weather and so on, But by reason of the fact that 
the refiner is often faced with more crude than he has 
immediate use for, and he has committments that tie him 
to that crude, if he breaks his committments with the 
producer he may never get those connections back; he 
has a certain amount of crude that he is more or less 

tied up with. Now, then, under those circumstances he 
will produce more gesoline then he has contracts to cover. 
So that there is always a certain amount of gasoline that 
must be thrown on to the spot market for whatever price 
TEVWILE bine. That market is the open tank car market, 
It is a spot market based on the day to day situation 

as reflected by the activities of the buyers and the 
sellers in establishing the level of that market. Now, 
then, here in Alberta under the pro-ration in Turner 
Valley there is no particular occasion why any refiner 
should run particularly more gasoline than he has occasion 
tO use. He may have a little bit over but in view of 
theawreat Ghat Ghestacla will! runet, 4. faeirly constant 


rate with not too much fluctuation he is in e position 
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» to recognize that there is no particular gain in throwing 
sd that gasoline on to the market et lower than the normal 
" expectancy. He hed better carry it over in storage 
m until next season. Besides, it has another effect. If 
" he can make his refinery operation more or less constant 
i and build up his etocks in the off seeson and tear them 
" down in the high consumption season he has a better all- 
" Over operation of his refinery in view of the fact that 
Ms he does not have a terrible threat in the way of hot 
i: crude or crude thet is produced far in excess of the 
2 merket, and there is no occasion for establishing some 
By sort of a dumping ground for excess gasoline. He can 
: better eriores icy Garry it. 


"9 Now, Dr. Frey, 1, perhaps, did not make myself clear at 


" all. Whet I am thinking about is, is there a desirability 
W of getting the retailer of gesoline closer to the refinery 
4 then he now is? Lhet is what I am concerned BOOT gh MeL 

e am Bes Gp gee exploring ways and means of permitting 
Ww the retsiler of gasoline to cut around the middle man 

” and take his supolies from the refinery. In this 

u Province we have none of that and there is, as I under- 

a stand, plenty of it in the United States, What are your 
i views about that? 

"A We have @ great deel of it in the United States. We 

v have more volume to begin with. You take, for instance, 

iy trackside Rhavwbacne . Trackside operations, except in 

” possibly ‘dmonton end calgery, would not be worth the 

snap of your finger because there is not enough volume. 

" Those who heave made en extensive study of trackside 


" operations, which is one of the short cuts thet is used 
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extensively in the United States, we will take a 
company like the Spur Distributing Company of 
Nashvillé, Tennessee, They have more than 700 
outlets operating on a trackside basis. I have 
discussed thet at considerable length with Mason 
Houghland, who is the heed of thet organization, 

and I have it from him thet they never have made it 
a success in any town of less then 10,000 and 10,000 
with the concentration of automobiles that exists 

in the United States. Now, under the circumstances 
thet you heve here with only three towns in the 
Provinee over 10,000, and with a distributing system 
to maintain over avery large are with a very low 


density of population,’ 


And this is the point, this is the defense: 
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it is perfectly natural thet the distributors in 
this area should do everything that they cen to 
maintain the system that will answer for the whole 
Province. Inasmuch as Lethbridge, Calgary and 
Wdmonton will aceount for a very considerable 
fraction of the pet volume of business and if there 
were serious under-cutting in Calgery, Edmonton and 
Lethbridge by establishing these run erounds, the 
distribution for the entire Province would increase 
and the people in the more remote areas would be 
penalized for the activities of the trackside 
operators here. 


Thanks.“ 


Now it just happens that I have a 


little sketch and it must be the very same company that Dr. Frey 
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is talking ebout, the Spur Distributing Company of Nashville, 
Tennessee. This is a little chart I got from the Big West 
Oil Company in Kevin, Montana, They sent it to me some time 
ago, perhaps a year ago. Perhaps, I presume there is no 
reason why I should not show this little chart to the 
Commission. It indicates what this trackside operation is 

in chert rorm, this direct from refinery to filling station 
operation. it is not anything thet anyone cannot understand 
without the chart, this chart simply indicates what it 
eliminates in the way of distribution. Now be it obvious 

or be it not obvious, I would like the Commission to understand 
precisely what I mean by that. 

THs CHALRIMAN : You might show it to Counsel and 


While you do we will take 5 minutes recess. 


( An adjournment of 5 minutes was here taken. ) 


( Go to Page 17,493 ) 
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What I was going to a LI take it my friends have no 
objection, I have shown it to them, Mr. Chairman, I 

was going to put in this little chart. It is g little 
chart to indicate in chart form what I am talking about, 
what I am advocating there should be in this Province, 
at least the availability of such s system, that is all. 
THE CHA ITRMAN: You are aSking to have 
that marked as an Rxhibit? 

MR. FRAWLEY: Yes, perhaps that is 
the best thing to do. 

THE CHAIRMAN: What is it called? 
MRe FRAWLEY: It is a chart showing 
the distribution of gasoline from the refinery to the 
Service station. 


CHART IN QUESTION IS NOW 
MARKED EXHIBIT "757". 


MR. FRALEY: It shows the distri- 
bution of gasoline from the refiinery to the service 
station on the one hand, aS opposed to the orthodox 

or channelized system, as Dr. Frey would describe it. 

It might save time if I took a second and let you have 

a look at it. It is what is referred to by Dr. Frey 

as the "Track Side Operation", as the spur system, 
because it goes from the refinery to the services station 
tanks. The tank car is unloaded into ths spur service 
station underground tanks, as against the other system 
where i+ is loaded into tank cars at the refinery and 
unloaded at the eity bulk station or the country bulk 
plant, and then goes to the filling station, or wherever 
the dealers happen to be from the bulk plant. LG ks 


the elimination of ome at least, and I think in our ¢ase 
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only one intermediate step, namely the bulk station, 
be it country or be it city. It pretty well speaks 

for itself as to What it is. Now I want to give to 

the Commission some breakdowns, some pries breakdowns 
Which show.....c. 

MR. COMMISSIONER LIFSSTT: That, lr. Frawley, 
means that this tank car will go to some village? 

MR. FRAWLEY: It had better not 

be too small a village or they could not handle it. 

It goes to some place where the business is big enough 
to warrant the operation. It has to be tank car volume. 
The business has to be of such volume as to handle business 
in tank cars. That is quite so. 
MR. COMMISSIONER LIPSEIT: That assumes, according 
to what we heard, a ten thousand population. 

MR. FRALEY: Yes, that was down 
in the States. They say it does not pay unless it is 
ten thousand, which would mean in this Provinee as far 
as towns were coneerned, that we might expect to have 
them at Calgary, Edmonton and Lethbridge say. He says 
we cannot have them in smaller towns, and that is his 
experienec. But it does not matter about the size of 
the town, it is the gasoline volume. Take Red Deer as 
an example. I do not know at all, I have not studied the 
gallonage figures at Red Deer to see whether it can be 
done or note My only submission to the Commission 

is whether or not it is not well to recommend that that 
sort of thing be available. That is all. 

THE CHAIRMAN: Would you run spur 
tracks to every service stetion in Calgary? I do not 


understand. 
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MR. FRALEY: No. You seg the 


Imperial has a number of bulk stations in the country. 
THE CHAIRMAN: : It is a spur track 
operation. They apparently run their oil directly from 
the railroad trackesge to the track services station tanks. 
MR. FRAWLEY: In the city of Red 
Deer the Imperial @il Company has a bulk station where 
they have vertical tanks. That has been limited entirely 
up to now, and will continue to be probably, to the whole- 
Sale business. No retail business there at gall. If 

the Imperial Sil Company put in retail service station 
facilities there, right there in this wholesale outlet, 
they would then be operating this spur system direct from 
the refinery to the retail pump. 

THE CHAIRMAN: And that is to say 
that the public would have to go there and get it? 

MR. FRSWVLEY: Yes, the public would 
come in and get it. 

THE CHAIRMAN: You are eliminating the 
service station man? 

MR. FRAWLHY: No. There will be a 
serviee station man established at the wholesale point. 
That is looking at it that way. But that is not just 
exactly what that spur system is..... 

THs CHAIRMAN: That is what it would 
have to be in Alberta would it not? Just whst you are 
now saying? 

MR. FRI VLSY: To put the retail 
service station where the Imperial now has its wholesale 
outlet? 


THE CH IRMN: Yes? 
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MR. FRALEY: That is what it might 
be in Alberta. It also could be this. The business of 
the service station warrants, the volume warrants handling 
the product in tank cars. And that does not mean taking 
7000 gallons of products. That I teke it meens one-third 
of seven thousand of any one product, because they have 
compartment cars in which they can move three products in 
one ear. If Mr, Loveseth in Edmonton for instance, who 
now commands a gallonage of some 200,000 Ballons per 
annum, and he saw that he could make some more money by 
setting up a service station somewhere in the vicinity of 
the C.P.R., station in Edmonton, or any other place where 
it has trackside Pe dan dens” he would go to that place | 
and he would erect there tankage, underground tankage, 
which would fit in with the movement of a tank car of 
gasoline from the refinery at Calgarye It would go 
direct from the refinery at Calgary to Mr. Loveseth's 
service station on the track side in Hdmonton, and all 
that would happen would be and the ouly interference 

with the present orthodox system of having Mr. Loveseth's 
station on Jasper Avenue is, that going to the trackside, 
near by the C.P.R., station, would be a little more 
inconvenient. But not much more because the C.P.eR., and 
the C.N.R., tracks for that matter, are located in the 
Gentre of the eity in Eqmonton. That is a system instead 
of putting the gasoline into bulk stations, because how 
does ie. Loveseth get his gasoline now? It moves in tank 
cars from the Nastt Calgary Imperial Oil Re finery to the 
Imperial Oil Company's bulk plant on lcéth Streot ‘iest 

in Bdmonton. Then it moves in tank trucks from 126th Street 


in Bdmonton, which is the Imperial bulk plant, to the 
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corner of 6th Street and Jasper avenue in Edmonton. 

That is the movement at the moment. My suggestion is 

if Mr. Loveseth moved his service stetion or built a 
servieo station - only taking him es a name - Would 

have a Service Ststion built near the track in Bdmcnton, 
in sucha fashion that gasoline could be handled in 

tank cars, then I went to read something to you es to 

what the spwedd would be on which the t man could operate. 
MR. HARVIE: Could he get a licence 
do you think? 

MR. COM.ISSIOL aR LIPSHEET: Just so as to get the 
system exactly. Take Edmonton. Somebody, this new organ- 
ization would put in a service station right on the railway 


Siding cr beside it? 
(2 


MR. COMMISSIONSR LIPssT?: 4Snd they would buy a 


tank cer at the Imperial and just pipe it into thet 
Service station and have sufficient storage at the service 
station to take a carload? 

MR. FRA LEY: That is right. 

MR. COMMISSIONER LIPSHITT: Then you say if they 
get that that they would compete with 411 the other 
service stetions by being able to sell at a lower price, 
is that the way it would work? 

MR. FRA‘ LAY: quite right. That is 
What I say is competition, real live competition. 

MR. COMMISSIONLR LIPSETT: Then the motorist 
would make up his mind whether he would go into the 
service station close to him and pays cent or to cents 
or whatever it would be more or gc away to the reilway 


station and take it by the side of the track for 1 or 2 
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eents less? 

MR. #3 LEY: That is it exactly. 
As Il say it is not miles away. It is not as though he 
had to go to the outskirts of fdmontone The trackage 
runs right into the heart of the city at wdmonton. 

THE GHAIRMAN: Yes, butwe are told 
that the Public would not do that so much, that there are 
avenues of treffie where people go to and from their 
offices and that is the reason for these outlets ona 
preferred street of thst kind, so wany of them, is that 
that is where the volume is. The people go there. “Thoy 
do not run around Somewhere else, and ir. Loveseth's 
problem would be "Having got my service station over 
near the trecks where I ean take it in from the reilway 
track, am I going to get anybody to use it? I have got 
to make a big capitel investment in underground storage 
or above ground tanks. Am I going to get the volume? I 
do not knhow.?" 

MR. PRA'L AY: I am Wondering if you 
understand my position. What I say is wo have to meke 
an assault on the existing marketing system in Alberta, 
Wiich,in my opinion; keeps: the price up. If, after [ 
have made this assault anc if thst trackside operation 
station has been set up, and nothing bappens, and it is 
a complete pedple eo) art Might. It did, not work. ‘The 
public goes on and they want to go and they want to 
continue the wasteful duplication and they want to carry 
on these two lone spreads, in the case of Edmonton, the 
wholesalé spread of 5.18 and a reteil spread of 4.5 - 
they want to earry that 10 cent spread. Then I will 


haves done by duty to thom if I show to then through this 
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Commis sion and this Commi«sion through its recommendation 
what they might have, and if they do not choose to follow 
it and if they will go on blindly perpetuating this 
wasteful distribution, I will have done my duty, and this 
Commission will have done its duty and any Government that 
seeks to implement its recommendations will have done its 
duty. I “gnt to bring this to the attention of the 
Gommission and through the Commission to the attention 

of the Government that ways and means can be devised at 
least to permit it of being done. Not that we should be 
content with Mr. Halvorson's statement that " I have a 
tank waggon price and let the retailers buy at my tank 
waggon price." 

MR. COMMISSIONBSR LIFSSTT: Is not that subject to 
the serious criticism you say in this method you are 
attacking the present marketing system in Alberta. 

MR. FRALEY: The status yuo. 

VR. COMMISSIONER LIPSETT: The status quo. In 
fact you are only attacking it, even if we did not say 
10,000 and made it 5,000 if you Like. aren't you only 
attacking the position in half a dozen points, or 4 dozen 
points or twenty points throughout this entire Province 
and giving certain reductions at those points with the 
counterbalancing disadvantage of the compenies having to 
charge more gt all other points. 

WRe FRGWLEY: But we must not be 

too easily scared by the Imperial saying "Oh, yes, I will 
have to put the price up". You see Mr. Halvorsen had ne 
a little searod one day when I vas discussing with him 
the possibility of the people in Calgary being able to 


get a better price. He quickly turned on me and he said 
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"I can gone the Province for you and ne the farmers 

up around Cereal will have to pay a lot higher prica." 

He knew that was not falling very nicely on my ears. 

So I bided my time, and left the discussion right 

there. I do not want to put the price up tc the farmer. 
But is it not a strange thing that if somebody did that, 
oven if this Commission never mentioned it at all, but 

the Spur Gasoline Company came to Hdmpnton and tried 

it out, what would Mr. Halvorsen do? He would meet it. 

He would say "That is one of my marketing difficulties 
AncviiveLe something I have to meet;' and probably everything 
would be changed. 

MR. COM“ISSIONRR LIPSHETT; But to do that under 
the present set up this Spur distributing coxipany would 
have to build their own refinery. 

MR. FRAULSY: No, there is where [I 
am coming to. There is where something mandatory would 
have to be done. I say let Mr.Halvorsen sell his gasoline 
to any white man or black man or anybody else in Alberta 
who has the money to pay for it, and sell it to him at 

10 cents a gellon. Let us not talk about this lz 

or 34 cents. Let us get down to what is the real tank 
car price in this Province. Let there be an order made 
ty the regulatory body, which I propose should be set up, 
and let them say that gasoline should be sold at the 
refinery door at 10 cents a gallon in tank cars. Not 

to the North Star Cil Company and the Canadian Oil Company 
and two or three others, but to any others. To Frawley, 
Cottle, Smith or Brown or anybody else who has the money 
to pay for it. ‘What we do with it, it is our own 


business. If we set up a marketing operation and lose our 
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shirts, that is our troubl-e. 

MR. NOLAN: L-anvalrava? leqoeno vy 

follow this very well. How are you going to get Mr. 

Loveseth to croate a mew service station at the track- 
Side if he does not want to? 

MR. FRAWLEY: That is my point, I 

do not want to be misunderstood. It won't just happen. 

But it is the availability I am talking about. 

MR. NOLAN: And what is he going 

to do with the service station he now has? 

MR. FRSWL EY: I mentioned Loveseth 
because I was thinking of the volume that would bo 
required. He has 200,000 gallons a year. But let us 
forget about Mr. Loveseth. I simply say let there be 

posted on the refinery door in Hast Calgary a price 

at which Loveseth or anybody else can come and get it. 
That is all. I am talking about availability. 

THE CHAIRMAN: What is the volume 


in a tank car? 


MR. COTTLE: Six or soven thousand 
gallons. 
MR. FRALEY: Let us say six to eight 


thousand gallons. The modern cars, if you went to buy 
them you could buy them with three or four compartments. 
MR. HARVIE: Three quite commonly. 
Mk. FRA‘ LBY: That would be six or 
seven thousand gallons. 

MW. COMMISSIONER LIPSETT: s Then you say, Mr. 
Frawley, that anybocy who. could buy 8000 gallons? 

MR. FRSLaY: Of all products; yes. 


MR. COMCISSICNaR LIPSETT: In one lot should get 
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it at. the lowest wholesale price. 

MRe FRAWLEY: Yes, that is what it 

Gomes toe. For my purposes it need not be right down 

to their 10 cents. Mr. Halvorsen in his answer said 

those are large buyers. ‘Jel now, let is see right there. 
The McColl Frontenac Oil Gompany bought from Mr. Halvorsen 
and sold about a half a million gallons. s&bout a half 

a million gallons in 1948. But they have the privilege 

of buying at the refinery door in Hast Calgary for 10 
cents. 
MR. COMMISSIONER LIPSET?: Yes, but of course 
they are regular wholesalers as far as that is concerned. 
That is their business. They are regular jobbers. 

THE CHAIRMAN: I suppose they are 


under contract? 


MR. FRAWLEY: Oh yese 
MR. HARVIE: And national buyers. 
MR. FRAYVLEY: No, the eontract, 


that was all cleared up. I think it was the Canadian 
Oil Company said "je can leave the imperial tomorrow 

if we like." But let us look at the McColl Frontenac. 
What are the MeGoll Frontenac in this Province? It 
might be useful to sce what they are, what they have got 
and what they own and operate. 

MR. NOLAN: You are taking 
probably the smallest. | 

MR. FRAWLEY: The MeColl Frontense 
operates two buik stations in this Province, At 
Calgary, they operate two bulk stations and three over- 
head storage tanks with a capacity of 15,00U gallons 


each. At Edmonton three storage tanks with qa capacity 
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of 15,000 gallons each. That is Edmonton and Galgary 

and that is alle And they operate some service stations, 
three or four, I suppose, amd they operate those in the 
sense that they Lease them. They operate them like 

the Imperiaxs does, they seass them. Their gallonage 

was 472,000 gallons im 1938. But apart from the McColl - 


of course I suppose that wes certainly the smallest. 


MR. NOLAN: {nd that is why you 
picked it. 
Me WRAVLSY? Yes,il am talking 


about minimums. 

WR. COMMISSIONSR LIPSHTT: I do happen to know 
that Canadian Industries Limited will sell blasting 
powder ona guantity pesis to anybody, and they will 
sell tvo tons to yous or mo at exactly the same price 
that they will sell it to a hardware store. They will 
give him that price it is true for one ton, and they 
won't give it to you, but if you take two tons they will 
give it to you at the same price they give it to him. 
Then if you take a carload lot they will give it to you 
at a very much lesser priee, no matter who you «ree 

Me FRAG BY: 4nd overybody has 

the privilege of buying in carload lots at carlcad lot 
prices. 

MR. COMMISSIONER LIPSETT: Yes. That seems to 

me to be somewhat different because that does not involve 
setting up this station for serving it. 

MR. FRAVLEY: | Oh yes. I suppose the 
Canad ian Be hnaarsiine say "Here is qa carload of blasting 
powder at our door, pay for it and take it.and you can 


ao with it anything you like. You can throw it in the Bow 
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River and we do not eare whether you are a re-soller 

or who you are." Thero is freedom of business there. 
All I object to is putting up a stone wall around 
that refinery in Hast Calgary. That is my point, if 

IT have any point at all, that is the point. 

MR. COMIISSIONER LIPSETT: Perhaps it is not a 
very good illustration that I took because that is a 
case of a complete monopoly as far as manufacturers are 
concerned. 

THE CHATRMAN: What do you say Mr. 
Halvor sen's position is as against that? 

MR. FRA /LEYE Mr. Halivorsen says 


it is going to play the deuce with my marketing systen. 


WR. COMMISSIO“LER LIPSETT: His own distributing 
system? 
MR. FRALEY: "My Imperial system 


that I haye developed up over the years here." 


THE CHALRMAN: hat is the volume 
and page? 
MR. FRA'/L EY: Yolume 85, Page 9,825, 


9,826 and the tm» of 9,827. I read that all to yous [I 
think that very well puts the other side of the story, 
puts up Mr. Halvorsen's position. 

THE CHAIR MIN: Th effect what is it, 
without reading it? 

MR. FRAWL BY: In effect, he says 

"™e have this price of 3% cents below our tank waggon," 

but the other was to make a very special price to then, 
something very special the same as wo do with the larger 
companies like the North Star - you merely are eliminating 


under our system of distribution - all Isay 18 if you make 
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thema special price as they call it to the Canadian Oil 
Compeniss and the North Star Oil Company and the Union 
Oil Company and the taple Leaf Petroleum Limited and the 
MeColl Frontenee Limited, ané in the case of the last 
named company it does not seem to matter very much, that 
it is a mere dribble, they still sell it to them at this 
10 eents at the refinery door. ‘shether it should be 10 
eents or not is a guestion. But it should be the same 
price. It should be this 353 cents. Nov L Want to 

show you waat it would mean in dollars and cents why 

I am talking like this, and what I em shooting at in 

the way of a spread when 1 am seeking to gct the 

refiner closer to the service station. The Edmonton 
retail price breakdovin reads as follows, on the lst of 
Decembor 1939 and that gives full effect to these 
recent changes. This is rather an interesting statement 
and if I read it all down or LD) coud pupae Like 
some of the other things we have been doing, we might 
make an exhibit out of it and have it in in chart form. 


EDMONTON RUTAIL PRICS BREA KDO'N 
IS NO}; MARKED EXHIBIT "738". 


THE CHAIRMAN: what is it? 

MR. FRA LEY: | It is a breakdown 

of the Hdmonton ietail price, right eck to tho refinery. 
In fact it is a build-up. The way ix Cottle has prepared 
it for me it is a build-up from the refinery door to 


the pump in Hdmonton, and this is what it shaws:- 
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EDMONTON RBTAIL PRICH BREAKDOWN 
As of lst December, 1959. 


Rofinery door price 10. 34.01% 

Add tank ear freight PLD 5.25% 

Laid down wholesaler's cost Teaiz 

Add wholesaler's spread 5018 17 62% 

100% dealer's cost 17.90 

Add retailer's spread 4650 15.31% 

Retail price 24040 

Add provineial gasoline tax ite & a5 817 
29.40 106-00, 


Now then we have two 
spreads there, a wholesaler's spread of 5.18 and a retail 
spread of 4.50, making altogether 9.68. Now that is the 
thing that I am talking about, Mr.Chairman.e There is 
this spread taken by these two units in the distribution. 
Mr. Halvorsen takes 5.8 cents and the retailor takes 
4.5 cents, or 9.68 cents. Now I think it isa matter 
of some coneern as to whether the trackside operation 
is necessary or not. 

THE CHAIRMAN: But he seys "If we 
do not keep up our own distribution system we cannot 
function; that that won't work in Alberta. Have we 

got to have a new system for the two or three places 
where it will?" That is his position I suppose. 

MR. FRA’ LY: That is his position. 
Do not interfere with my marketing system. Ido not 


want my marketing system interfered with by some 
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amateur idea that you have been told about by Somebody. 

I say that in the best of spirits. 

THs CHAIRMAN: He says something more. 
"That my distribution system is essential to this kind 

of a Provinces we are living in, sparsely settled as it is, 
and I am not going to break it dovn for a couple of 
isolated acventurers." 

We. FRA LEY? He would break it down 
if somebody came in and did it under his nose. That is 
competition. He would: have to tum about and face it. 

Mr. COMISSION&R LIPSETT: Does not that rather 
assume there is somebody who could afford, as a proper 
commercial venture, to come in and do that? But that 
rather begs the question. Your objection, I suppose, is 

a commodity that is costing 10 cents at the refinery 

door and there is practically 100, put on to it before 


it reaches the consumer. 


THE CHAIRMAN: and you eliminate all 


jobbers do you? 


MR. FRALEY: I want to get the retailer 


closer to the refinery. I want to eliminete the micdlo 


man if he can be eliminated. I do not want Someone standing 


in the way and saying "No, this refinery gate is locked 

as far as you are concerned, but it is open as far as The 
North Star is concerned." I say lama large retailer and 
I am faced with two or threo different middle-men. 

THE C HATRMA N: | I suppose not only the 
retailer but on your argument, earried to its logical 
Conclusion, I suppose the ordinary consumr who will buy 


8,000 barrels of gasoline at a crack should have the 


a Pei wy 


‘ ghodonce So? ie ow wad A | 


uh) ‘ 7 ae 


ay on 
Loot, 0. dag dei 


De ESS eee ae Ee Hee ae sg ‘Ss ce, 6 
,oO8 Ou! ao is? 9 wit it. | ivan gored as ; we Sue Ga th : 7 
oe aeaeon hy i ad + eat ae ae a " 
be i 4 A \ i v 3 iit dog GH. va ma dene ne ibid Hisar 5 alle ode pas : 
re Peat Baht ug 


he ; 


eo} ik Be erry aa “hocihingt vat, apivit. oun. 4 ow pontw ont: aw 53 


sa faite a oe it Reet: sina oe gptoy toa ne ba ‘as * | 


~aeernae Agvo8 ‘jevetoelo 


Bis: Yee ta ee x Fee ee gs 

oo ies =e es xt 5 > Pe ‘ Neri ae eR, wes i S 
=) Pak ities . aS ; a ‘ ¥ D ie me aR 

: , TE aire : : ee Le ages pat, 


Nene ry sa. 21g tia 4 
ie rig’ e ae 


i? a hocn “aed ee Oe DES bag, nt inti ebndonioe: Pe 
dt enet bea Jed put lot eved btuoM ‘sack dr Foqmon ! 
deus wart Fon peace LL ao 1aat aaa 


inl pe Kp a Hera | Clit ae, Cue Roe pence al ‘anomie | oinese 
| bit tf oi Sete 1k enon au, youn | ‘Tek oobi 
a ote ; t eat gated ding mst ot does sp na ‘eped aside 
ic ci a er, ‘yatines op at ait vit bodinonle 
nse Ot ar ie tine, sO tinpatowty at aed ue ‘obs > 


“piediuance rt) ‘non 8-adt t | 


| . 7 rs ay Ree cs e ; & : - : 

| “ita | | eae ik ie 
cM CME TS oer er ee Te Ss aN Fi eer | | 
ca ot Orlid.te ay ia | ‘waists - 


t ytd | Sao aes, a Lat i | 


ii + any 
pee Fe Te if cs oP ae es _ . : - : 
i j l v ; 1“ : |? 7 h ae e 2) at id Py T 
mn ey : 


way Sy aie ont tam L areae 


We 


aha 
at Tyrst its 


reel omit pn enue Tne! yee on an sor | 


a dead ey 


ey 2 A ihoit at wane” ib wart ati Greets ghee 
fi ae ‘ as ts i ae ery Past) . eae 
fo iia ee : Se) likey bg eee 
aL ced de aor ey ae Daeg ; 
Adie aMtader ae einer + aoe abe 


SAG tyr asa 


i fv febaa? a 


T4 
16 
-17, 508- 


de de Prawley, eC. 


privilege of doing it. ih? 

MR. FRAVLEY: ; That will be getting 
down to what Major Lipsett says the Canadian Industries 

is doing.” 4nd it is of course all right if you want to 
draw a distinction, and that is something we have to 
discuss when we come to the coumerec ial consumers! account 
as against the dealers'. iw Halvorsen says he will sell 
it to anybody and I take it he means to consumers or 
re-sellers at 3: cents under. 

LR eNOL&N: In single tank car 
Quantities. 

Mie PRALL oY: Yes, in single tank 
car quantities at 45 cents under, but the very special 
price he keeps for the people who make special contracts 
with him. ‘:ell there is nobody now tied up by contracts. 
But I think w6 must let light in on this refining industry, 
let the consequences be what they may. If in the ond 
because of the obligation of the Imperial 9il to serve 

the sparsely settled parts of this Province the suggestion 
I am now making eannot ever be brought about, well let the 
people know. That is all. Let the people know what 
stands between the refinery and the service station. 

It seems to me that there is strangulation there, a dead- 
lock, a lack of accessibility that should be there to 

have free play of competit ion. 

THE CHAIRMAN: “ell nov, what does our 
marketing expert sey about that? ‘iiould you say that he 
was with you? 

MR. FRAVLeY: Oh no, because this 

is about the way he leaves it. He goes over this at 


Some longth but in the last few words he says. "Now under 
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"the circumstances that you have here with only three 
towns in the Province over 10,000 and with qa distributing 
system to maintein over a very large area with a very 

Low density of population, it is perfectly natural that 
the distributors in this area should do everything that 
they can to maintain the system that will amswer for the 

whole Provinee. Inasmuch as Lethbridge, Calgary and 

Bdmonton will aecount for a very consideraLle fraction 

of the total volume of business, and if there were serious 

undercutting in Calgary, Hdmonton and Lethbridge by 
establishing these run arounds, the distribution for the 
cntire Province would increase and the people in the more 

remote areas would be penalized for the activities of the 

track-side cperators hore," 

MR. FRAWLSY: That is what he sayse: 

As far as I am concerned I em going to arguc throughout 
the whole of my further submission that wo must encourage 

run arounds, we must encourage everything that will bear 
down on the man that makes the price of gasoline in this 

Province. 

MReHARVIE: And inerease the price 
to the outlying districts. 

MR. FRAWLEY: | No, I certainly do not 
suggest that. 

liReHARVIE: vrs Frey does. 

MR. FRAWLEYE No, he says it might 
have that effect, that is all, but I am going to suggest 
them all to this Commission. 

THE CHAIRMAN: Vell, he. Frawley, we 

will adjourn now until \Wednesdey morning at 10.30 o'clock. 


WR. FRALEY: Will we say 10.40? 
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THE CHAIRMAN: well, all right, we 
will start at 10 o'elock. 


(The Inquiry was here adjourned to be resumed at 10:00 


AM., December 27th, 1939). 
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MR. FRAWLEY: Mr. Chairman and Mr. Commissioner, 
when we rose I had commenced a discussion of the necessity 
and advisability of there being introduced, by regvlation or 
otherwise, a series of what I have called, "Marketing 
Sanctions - perhaps a very bad expression, - but a series 
of sanctions for the improvement of comvetition. 

My premise, of course, is that the 
price of gasoline has not yet come down to where it should be 
and can be in the Province of Alberta but there seems to be 
ditt culties, serious .itficuliiies,;, surrounding, the fixing 
of a price, the obvious one where we rush headlong into,which of 
course, 1s of strangely eee winel importance, of attempting 
to fix a price but stopping short of making fae publLié utiliy 
and sO,i.am Toreed, .as.it were, to, turn my beck ja ftor simev ite 
made the serio.s submission which I have made, of course, and 
which of course I am not abandoning, but 1 am forced to leave 
that part of my argument entirely now and advocate to the 
Commission that there should be and must be imposed upon the 
price leader, imposed upon the industry for the purpose of 
ectivating and speeding up the ordinary forces which motivate 
the price leader in reducing the tank wagon price. Now fT 
say no more about that. I merely repeat thet because that 
is the general principle which underlies this phase of my 
ergument, the necessity for there being an improvement in 
competition. 

Now the first one I spoke of was 
the necessity of posting, a compulsory posting I mean of 
a tank car price, and I do not want to be misunderstood 


about that. I can see difficulties, of course, but I simply 
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say there should be an availability of refinery gasoline 

at refinery prices throughout the industry and that we must 
not, + just because it is the Imperial Oil's system, - we 

mast not blindly adhere to this sytem which Mr. Halverson 

says will be wrecked, will be impaired, if there should be 

& direset refinery to retailer distribution, I say we must 

not stand in awe of Mr. Halverson's system if what I am 
suggesting will not work practically, then it will not work 

and that is all there is to it. All I am suggesting is 

that there be an availability of refinery gasoline at refinery 
coor prices to the retailer and let me right now join up 

btem No. S in the six items I gave you the other day in this 
phase of my argument. Item No. 5 was the expediency of 
Government operated pilot agencies, Let me bring that up 

and mention it now because it needs only to be mentioned in 
conjunction with Item No. 1, which I em now discussing, the 
posted tank car prices because the thought there is the same, 
Mr. Chairman. If there be any retailers who can for financial 
reasons or otherwise embark upon, embark upon the direct 
refinery to retailer distribution, then I suggest that the 
Commission should seriously consider whether or not it should 
not be recommended that the Government operate, experimentally, 
of course, of course it would be experimental to begin with, 
and may just be a bad experiment, I want tc face the situation 
relatively: 1 STS ely striving to suggest things which in 
my Opinion are worth trying and so I join up now this question 
Of posting 8 tenk car price and a direct refinery to retailer 
operation, with a fifth item of the expediency of Government 


operated agencies. 
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Now the second item is the 


abolition of the 100% dealer contraét ---- 


THE CHAIRMAN: Before you go on Mr. Frawley --- 
MR. FRAWL:Y: Yes, Mr. Chairman. 
THE CHAIRMAN: You say there is no reason why 


there should not be refinery door prices to retailers. 

MR. FRAWLEY: veo 

THs CHATRMAN: Does this boil down then to a 
submission that involves the elimination of the jobber? 

MR. FRAWLEY: No, jobbers, I am coming to 
something which is rather akin to that, yes. Lt as eae 
wrapped up in one in a sense you see, if we had, if we had 
a direct refinery to service station operation it would not 
necessarily mean the eliminstion of the jobber. Well it 
probably would mean, yes, ultimately then, the jobber would 
be lett with the country trade. That is true, themiarn 
trade, But whet I am speaking of at the moment, I cannot 
conceive of operating, Mr. Chairman, except in the very 
large centres, I camot conceive if it, as the province is 
presently constituted, of operating except in the populous 
centres. 

TH CHAIRMAN: That is the refinery door price 
to retailers in the populous centres. 

MR. FRAWLEY: Yes, that is really what the 
experts say, I mean what they say when they ore discussing 
Diet. 76 te They sey that they cannot conceive of it being, 
T think Dr. Frey told us that it did not, it was not capable 


of suecessful operation in towns of less than 10,000. Well 
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our picture here is, of course, we have Calgary and Edmonton 
end then Lethbridge and Medicine Hat and then we are finished. 
They are the only populous centres we have. 

Now I advocate the abolition of 


the 100% dealer contract for this reason. In my view ~--- 


MAJOR LIPSETT: Mr.» Frawley, before you go on. 
MR. FRAWLEY: Yes. 
MAJOR LIPSETT: Your idea then was that the 


Government first, first of all there should be regulations 
insisting that the refineries would sell to anybody at tank 


Car prices, 


MR. FRAWLEY: ; iheto 1s right. 

MAJOR LIPSiTT: Anybody who is able to buy at 
tank ear =--- 

MR. FRAWLEY: Miewes Tieht. 

MAJOR BIPSETT: And secondly that the Government 


should then set up retail outlets in the populous centres 
es eniexperiment, buying their gasoline at the tank car 
price and retailing it at what sort of spread then. 

MR. FRAWLEY: Well you see, that is why I 
introduced in the evidencs the other day, i wonder if I 
filed it, we were, I think we had just about reached the 
stage and perhaps I had not filed it and I had better do it 
nOW « if I filed these little summaries which are merely 
the breakdown of the prices and have it handy for the 
Commissioners so you can see where the spread is that would 
be available, what the available syread would be, I have 
three of them, Calgary, Edmonton and Red Deer and probably 
following the practice we have had , if 1 left them with 


the Reporter and they could be referred to by number, The 
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Calgary retail price breakdown ---- 


THE CHAIRMAN: That will be Exhibit ---- 

MR. FRAWLEY: i think “Exhibit “VoOo"Cwli) vs 

the next. 

THE CHAIRMAN: Was not Exhibit "738" the breakdown 


of the “Sdmonton retail prices? 

MR. FRAWLEY: Yes, that is quite right so I will 
Just put “in along with thie; these other two. Exhibit’ 739" 
will be the Calgary retail price breakdown. 

Now in offering the next Bxhibit, 
it is the Red Deer retail price breakdown, I want to ask the 
indulgence of my friends and perhaps their consent.. It is 
practically nothing at all that it amounts to but I got from 
the Texas Company the Red Deew retail price. As a matter of 
fact we had it. We had it now by adding the Imperial'ts whole- 
sale tank wagon to, by adding the spread in Exhibit "329" to 
that. I have that anyway but I brought it up-to-date, is 
really what I did, I got from the Texas Company the Red Deer 
prices. My friends may remember. In any event, there is 
no objection, the retail price in Red Deer today is 29% cents. 


(RED DEER RETAIL PRICE BREAKDO'N 
PRODUCED AND MARKED EXHIBIT "740", )} 


Now I can answer Mr. Commissioner 
Lipsett's question. The situation will be something like this. 
In Wdmonton the available spread will be the spread between the 
laic down Miclede Tack cost of 12.72 cents, that is the laid down 
wholesalers cost which is arrived at quite simply by taking 
10 cents as the refinery door price and adding 2.72 cents as the 
tank car freight per gellion, that is 1<6.7¢ cents and the spread 
will be between that figure end 22.40 cents which is today's 


retail price in Bdmontoh, ex tax. 
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MAJOR LIPS2TT: 22.4 cents, 

MR. FRAWLEY: | 22.4 cents. The gasoline tax is 
7 cents and the going retail price on Three Star gasoline at 
29.40 cents. Incigentally, i have on this Exhibit "73e", 

and the Commissioners may be interested in it, the percentages, 
the percentages, what each item is of the 100%. For instance 
the refinery door price is 34.01% of the total. Tie tank car 
freight is 9.25%0 The wholesalerts spread is 17.62%; the 
retailer's spread is 15.31% and the gasoline tax, of which 
tnere Hes Yecn a6 considerable discussion, is 24.81%, that ig 
at F4monton. 

Now st Red Deer the spread on any 
trackside operation which I have been discussing, refinery to 
revert ier, would be between 16”, would be between 11 TS6; cents. 
which is the laid down wholesaler's cost at Red Deer, being 
10 cents plus 1.36 cents freight, the spread there would be 
between 11.36 cents and 224 cents, which is the retail price 
Ze ned Veer ex bax. 

In Calgary the spread would be, 
of course, between 10 cents and 19% cents, which is the 
retail price ex tax, so that in Calgary we have & spread, 

a gross spread to work on of 94 cents. 

In Red Deer of 22,50 and 11.356, 
11.14 cents. 

You know that is of more than 
passing importance it seems to me. 11.14 cents, gasoline 
costs 10 cents at the refinery and there is 11.14 cents, 

1l cents of a spread, of course, that is because they are 
getting too much money in the City of Red Deer to sell 


gasoline on the wholesale prices, it is 5.9 cents which is 
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something I will have something to say about later when we 
are talking about the control or the lack of it which the 
supplying companies have over the retailers but in passing 
it is worthy of note that the retailers in Red Deer get 
o-9cents, practically 6 cents in Red Deer for selling a 
gallon of gasoline and there is no more need for it there, 
Dre Frey, Gells us; then’ in Caleary and Edmonton but they 

get that spread, that is what the spread would be there, 

and then in Edmonton it will be the difference between 12.72 
and 22.4, 9.68 cents in Fdmontoh. 

Now that is all I have to say 
about that subject. Those are the spreads and in my humble 
Submission the Commission should give its consideration to 
a recommendation not only that there be posted a price with 

the view of the establishment of a direct Operation and 
failing that, - and I do not advocate that the Government 
bother its head about it at all except in the event of the 
failure on the part of the retailers to indulge in it, and 
then so far as I go then is that the Government, if it is 
still thought to be a workable idea and this Commission should 
recommend it as a good idea, then the Government should give 
consideration to seeing what the result would be of an 
experiment of that kind. 

= CHAIRMAN: An experiment with pilot stations 


to create what spreud? 


MR. FRAWLAY: WeLlL now I do not answer that 
question. 
THE CHAT RAN: | Where do we go, you say the tank 


car price should be compulsory for those who can take the 


vo lume. 


nae 


| : iy ae PY > 
Me oe : : 
p<] * ; - vs 
on, ne ~ 0 a 


ay EeRy Poree s fda i wee od: wnidte wii én tii Ds ant. ‘tae we 
eat soiai di te dowh ged ao Lotvee? es 2 Fab et Liked @ 

agieasg al. gud PELE: GAT ee | ésbiteaihis i | 

‘jas eet: bee a gastaied oi soit ofan te ition wf : 


hd ge GOLARASE He G2 atded 8 ¢ defi judg ae 7 
— ot bbkn S26H. dh at Boa Bae enirlonay te: ood ty 


®y *s 


$i 
ott 2id sironity Sek yet ah me a ai tev oie gk 
+ He phestae vod? the 
jeshe psn weed Sona a erit a0 ctiw ¢f whtaodnl mt Bade hae 
Fn di Ati 84:2 S285 hide 


es 
7 4 
4 


Pee, a eee ee Cee “ace 
sub it ob Sheaw Reogte et tow € 


ese: ct ian E 2ab wt Fas ow . Lats 4 
oc dod Go de nde emenge en? sto Seon? ciostdde Wadd done : 
of cciineiiniaSee nem owls SEbibe Data SRS pit RoE IE 
sjtbs 3 pad p@e od creme dea ‘iar 2 cat ht abAaoiaiia eae. 


Rae eee Si A iG it HMimaet ‘Wades gts ta. We * hen: 


. a 
+ 


A SE alee Ng. Seu reeng fis ee ee So ap cgay, 4 oui, ro Ha ts : i me 
teealyeen! Bat tedd aihpocehe don oo 2 Gee gaat 

a 

yey a 


Ave to teevs Hdd WE Pqates Lie as i Fuata bond wee bale 7 
+4 Salubil ob Dee Diaded ‘edt Yo tobe wea onl sy | 
ee ean a iene ‘got si Gant Sk nem Se Tt Be ade ad - 
Test feta ara 6 is Baar aabt fd adrow 4 BS GF. ' ‘sti Tire 


fi 40 bt CiCdy Phobia em Bel gateoe ot ree 
e Gn, “Acari, “ ae wee ° 
= ; : lathe & ee vie sini tang Ayn 
is rik 25034 win Se 


socate 


7 ranean 


Devs MPEWLOV sy Ka Os 


MR. FRAWLEY: Yes. 
THE CHAIRMAN: You are concerned with the public 


I take it, the buying public, the fellow who comes up With a 


motor car and what are you accomplishing for him and how? 


MR. FRAWLEY: Weil, E am accomplishing a 

Cheaper prive on gaso lire. I am actomplishing a cheaper net 
automobile price to him. I suggest that --- 

TH CHAZ RAMAN : Yes, you are accomplishing that to 


the retailer. 

MR. FRAWLEY: ie, not TO you 6 eens i des 
mean Tor a-second, I am very glad to follow it through, I do 
not mean for a second twaet the Hdmonton retailer should Lay 
in his gasuline at 1¢é.72 cents and continue to sell it et 
22.4, now, With a 9.6 cents spread though. 

THE CHAIRMAN: ali right, you have advocated 

means for meking it possible for him to buy in large quantities 


at a cheaper price. 


MR. FRAWLEY: Yes 
THE CHALRMAN: AS compared with the present one. 
MR. FRAWLEY; ss 
THE CHAT RMAN: Now, yet we have not got that to 


the public. 
MR. FRAWLEY: Well let us say for the sake of 
this submission that 44 cents spread is a fair spread. that 
is what it is today in Edmonton? 
THE CHAIRMAN: YesS« 
MR. FRAWL2Y: Let us say 43 cents is a fair spread 
aud then I will get it to the consumer presumably at a decrease 


of 5,18 cents, that is the other spread. You see I am certainly 


expecting that the retailer --- 
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TH CHAIRMAN: I was just wondering if you 
associated with the compulsory posting of the tank car price, 


the compulsory posting of a spread on the part of the retail 


dealer. 
MRe FRAWLEY: When I come to that I am going to 
point out the difficulties in that. We have very little 


evidence here to show whether in Calgary or Hdmonton that 

44 cents is just right or not, and because of some diffieulties 
Wiech Tt Will point out, being mixed up with other kinds of 
DiSiiesscs 9nd .<O on. he just assumed, and I think idiis 

fair to assume that if the. retailer ---- 

TH CHAI AMAN: Mir. Halverson's evidence would 
certainly suggest the spread was not too great for retailing 
gasoline. 

MR. FRAWLEY: It is interesting to note this, 
when Mr. Halverson came and spoke of the spread,in Calgary 

it was 4% cents and in Edmonton 4 cents and that was so mething 
that concerned the Commission and all of us as we went along 
and Mr. Halverson said he did not think that 4 cents was enough 
but I do not think he suggested there be any more than 4% cents. 
I think he did say framkly that a 43 cents spread, well whether 
taking Mr. Halversonts advice or not, the retailer in Edmonton 
has gone -to 44 cents. 

MR. NOLAN: He said he did not think 43 cents 
was too high, Mr. Chairman. He thought that 4 cents was too 
low. | 

MAJOR LIPSETT: ee ee Bed se he suggested that in some 
places it should be 5 and thatoutstanding, out of the way 
places, sae be as high as 6. 

MR. FRAWL2Y: Yes,-ho did say that and that is where 


he and Dr. Frey parted company. Dr. Frey said there was no 
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reason at all, handling charges are retily less in the small 
points, but if there. is Bhy; I think we had perhaps better 
stop and see what lir, Halverson said but my impression was, 


whether by silence or otherwise, he thought 44 cents was all 


right. 
MR, NOLAN: Volume 132, Page 14,714. 
MR. FRAWLSY: He says this at Page 14,714 of 


Volume 132; 
"A. But in dealing with the realities of the situation I 


u want to reiterate, the question is not © much in the 


‘u past few weeks, that the retail margin in Calgary has 
" been too high, at 44 cenis; the retail margin at 

i Edmonton is 4 cents and in my opinion has been too 

¥ low, 

"0.9 (THER CHALRMAN: Oh quite, quite, something is a 

" proper spread and that being determined, I am only 

, repeating it mysslf to get it clear md I went to be 
" very clear, that being determined, you would say that 
i every reduction whieh you make in price thereafter, 

u should go to the public even as every increase in 

Ht price that you might make thereafter should be paid 


" by the public?" 
Thom Major Lipsett: "Mr, Helverson is this 44 cents --- 
THE CHAT RMAN : Did he answer that first or what? 
MR. FRAWLEY: He said “substantially that", 
that was his answer, "substantially that", that was his answer 
to your question and then you seid, "I think Mr. Halverson's 
position is quite eu ri then Major Lipsett followed: 


Mh MAJOR LIPSEDT: Mr. Halverson, in this 4% cents, 


4 is it your view that the spread should be the same, 
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tt whether it is @thyl or "Q" or acto, of 44 cents? 
"MR. HALVERSON: Yes, I would say the same, 

t especially of Ethyl and "9" brand. In some 

Me communities they take a smaller margin on third- 
" gerade. Mieveeanesnot doing. it here," 


And then Major Lipsett continued 3: 


Y But your view is that the spread that you put on 
it of 4% cents should apply equally to all three 

fr products, v 

"MR. HALVERSON: I would say so." 


T do not know but I do not think Mr. Halverson suggested it 
for anything but the cities of Calgary and Edmonton. 

MR. NOLAN: He gave a sliding scale, 

MR. HARVIS: tT have a note here on a question 
from the Chairman to Mr. Halverson, he mentioned 4% cents 
appropriate to Calgary and Zdmonton and in Red Deer and 
Drumheller 5 cents and in smaller points up to 6 cents, 

THE CHAIRMAN: That may be what I was thinking 
of, Where is that to be found? 

MR. HARVIE: Tietie Just my note Onsite 
Wilt te encerind Lt. 

MR. FRAWLEY: It must be just here some place. 
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Je J. Frawley, K.Gi 


MR. NOLAN: hat day is it? 
MR. HARVI2: Tho 26th of Octotr. 
MR. FRAWLEY: Yes, Volutha 132. 


You sec the Company whén they operated stations themselves, 
Mr. Stevens told us at one place, the spread in Calgary 
*as 4 gents and he told us how it went up. It went up 
because the deglers got together and took that extre half 
cent from the tank waggon reduction which the Company 
announced. 

MRe NOLAN: Page 14,741. 

MR. FRAWLEY; Whieh we all thought 


was not the right thing to do. Yes, here it is. Oh yes. 


a THH CHAERMAN: I would like to ask 
x you before Dr. Frey goes back on the stand and 
u you may be further oxamined upon it at a later 
time. But if you will please just consider 

" this. You said 44¢ dealer margin was in your 
WN opinion reasonable and proper for the cities 


4 of Calgary and ¥Wdmonton? 


ae! Yes. " 


Now I meed not perhaps 
run that back.-t It apparently was given just prior to that 
and we have him now saying that is so, wherever he said it 
the first time. 


te L want you to tell us shortly, if you will please, 


ul what you consider the position with respect to 
vi the other points to be served by your Company in 
u this Province? 


"A Our views on that are:not quite so definite. Skerc 


: are very small hamlets and there are towns that 


: wail 
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u are larger. I would sey anything up te 6¢ 
n would not be exeecsive, considering all the 
y factors. 


Ne In what places? 


"ph 4 6¢ margin at places like - wall say 5¢ for a 


n town like Red Deer should bse sufficiont and 

% Drumheller whereas you go down the scale and it 
% might be 6¢ and that was sufficient for most all 
us points except under oxtraordinary conditions. 

: I did not make it very clear when I was on 


i the stand before that I consider from .the 


n standpoint of the dealer 43¢ is really the 


u minimum he hed to have. I consider 5S¢g the 

Hh maximum and so under present conditions we 

" recommend 4%¢ as ths minimum and in no dispar- 
Y aging way we say 5¢ as being the maximum. f[ 
just want to clear uv that point. 


8 EZ understand you. Now you think 4¢ is not 
¥ enough? 

ey LOO mot. 

tal That 4e¢ I do not remember your laaguage, 

but 4e¢ should be adequate for the cities 

Y of Edmonton and Calgary? 

"A That is right. 


"Q and 5: for places like Red Deer and Drumheller? 


"ph Yes. 

NG And places of compare ble size? 

"fh Yese 

ne And from there greduate upward to a maximum 
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do. J. Frawley, K.C. 


"Q In the smaller hamlets? 

"h Yes, with some exceptions perhaps in the far 
away places but 6¢ should be the kties i) 

i maximum. | 

“O “All rights I want to be clear on that. Thank 
" you very much. 

"A You aré welcome. 

Then you see Dr. Froy 
when he came on, I think the only thimg he added to that 
was that he did not think when you got into the smaller 
points the higher spread was justified because of the 
lower handling costs. 

MR. NOLAT: He did discuss the 
Calgary and Edmonton spreads? Dr. Frey at Volume 146 
at Page 14,891. He said there might be a justification 
for the difference between them, but they were both 
pretty close to right and neither one could be very far 
wrong, or words to that effect. 
MR. FRAWLEY: And the Edmonton 
retailers have taken care of that now themselves and 
they are the same. Now Page 14,891. 

"Q There must be something devised must there 

M hot to try to satisfy the requirements of 

Mi the retail trade. First of all do you not 


mt think there is something at first blush in 


“ any event wrong with there being a 4¢ spread 
ML in Bdmonton and a 4#¢ spread in Calgary. I 
am not saying at all now which is the right 
4 one. 


"A Also leaving out tho question of margins. 


ae Oh yes? 
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Je Je Frawley, KO. 


"A Just aS.a matter of observation it would 


W seom at first look that the twe should be 


" “essentially the same. But I do not know 

" positively that there is not sny justification 
u for thé diflerenee. There may be a justified 
i difference. Thoy are both pretty close to 

. right and neither one can be very far wrong. 


A But what you do think is wrong as I understend 


' your evidenee, is the means adopted to bring about 
" that inerease of i¢ in Calgary over Bdmonton, 
" that does not appeal to you? 


"h Thet doses not appeal to me. That to me is col~ 
% lusion. 


WO One matter arising out of that. Mr. Halverson 


be seid yestorday in dealing with service stations 
"i spreads that there sppeared to bs no reason why 
n the spread in somu outlying point should not be 
: larger. It had to be larger than the spread 

" in the cities and this Exhibit "322" dees 
indicate a great variety of spreads a]l over 

" the Provire. I think brumheller was mentioned 
" yesterday. ‘ell, comparing Drutiheller with 

be Calgary, we know Galeary to be 4e¢, is it not. 


4 Drumheller at the date of this Bxhibit was 5.6¢. 


" THE CHAI =MA Ns That is Behibit "Sd2"7 
: MR, FRA ULsY:? Exhibit "S@2". It was 
, 5.6¢, the seme kind of spread as Galgary 4¢¢ to 
n 1003 deslers of service stations. And a place 
" like Red Doer, just picking out some of the 
larger places, a place like Red Deer 5.3¢ amd 


" Lethbridge 5; and Three Hills, where ur. Cottle 
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Jed. Frawley; KC. 


i found a Long spread at one time, 5.7¢ ‘now 
. over the tank wa ggzone In any event without 
un going through all these points because covery 


" single little place is there thanks +o Mr. 
Stevens this Exhibit was compiled with a graat 

¥ deal of trouble on the part of his company - 

5 now what do you think of this business of the 

" need for a longer spread where the gallonage 

u is less in the rural parts of Alberta? 

"A I should say that except in very isolated areas 
\ and areas very unfsvourably located with respect 
2 to Winter traffic there would not be any. 

" particularly good reason for there being any 

¥ marked difference in margin between one area and 
% another. I should say that it would be logical 
" to look for about the seme margins in most every 
n town. That it is our experiences that most of 

Mi the margins in any particular area in the United 
ih States are about tthe same whether they are in 

us towns or in the country and I should think that 


u it would be normal to expect that here. 


THE CUAIRMAN: What page is that? 

MR. FRAWLEY: On Page 14,892 in 

Volume 183. So now I go back and I say I can perhaps do 
more than assume, I think I can say with some confidence 

on the evidence that 4¢¢ seems to be a proper and reasonable 
spread in Edmonton and Calgery- Now I say that if it is a 
larger volume, if all the other factors remained the same 
and we had this larger volume, that somebody could certainly 
expect that the man selling this gasoline direct from the 


refinery would not want any more than 45¢- If he did 


ayers Hace ei eden? ten Aetioist kes *, . 
aR Ss osteo! osoag erent otgate aera. 
seo% a Ake de ane cer t tree abut enoved, My ee 
Pig yaw aie ea soey ste co wideomt to” faep er rea 
ett ae aeoee Boad To Pres “yoy ob Miede Wem, Fr 
— ee ait eae Y guia seseed & So? feet " 
fatdacgh tO eae jodue wee ot waet ek 7 
AOGES. UE MEO RE OGY a b Soe ok’, Jone, fae afueda TF  e" 
PamEet 8 ES fee Beek eT ae oe Nae asewe ait ® " 
ae A Oe Saige sce etter setaleot ae : 
Wei ae as Ba wit ees Rubee vicetoort ear ty | 
ie Oe oes Bais tg. i ini as OR Re eseeayt THE feces oh Tee" ; 
Le oka Rb yk. Keser He prey Rey Hituota. 7 wxectone ra. . sn 
Cte RS, Ok: ERE ie eR wots “et tool at. aM Cae - 


4 tip ane ascabttips geet th toe eae hee r 


at hi -gtt. ob, gene bape ag, pt tS eRe See sec | PY 
bs ORE: Oa “alee ew OME witt fnvdieee neteray , * “7 ye 


; ¥ 


ban; agidel’y! (pinta ty RE: apaiiges git ak tooRgwar 


4 ated: Ge RoOtRR OR LRaRem: 


Mage eh uy wnat Pani 
"at: Bilis pals nell: ae) | 
ye nannies ‘ages fy yews he ney st 
ons tinde UNA: | ie, te toe cba ty 


Pe Q 
Pra 


= " 
7% iS. 
le s pi “ ap 
an : 
5 


tC Zs 1 a Aad. - = ot 
hs i ae 

payer fe 

wintedtien bi: Er an bos 


fi -17,527- 


ie we Prawiley, Bec. 


there would be about qa S¢ reduction in the price of 
gasolihe at once and in Red Deer considerably more. 

Of eourse Red Decr is wrong anyway. Mr. Halvorsen says 
o¢ge That is he says 5S¢ for a tmn like Red Deer, which 
happens to be one of the ones he mentioned, and they are 
getting almost 6%, they are getting 5.9. 

THE Cia IRMSN: Woll, Mr. Frawley, I 
just want to follow through as you goe Your suggestion is 
a compulsory posting of tank ¢ar priee. I understand that 
anybody who can buy in volume, if you had your way, would 
get it at the tank car price. 

MR. PRAWLSY: Yes. 

THE CHAIRMAN: Now the object of that I 
take it to be is that thet person who egn so buy will sell 
it more cheaply to the public than he has theretofcre beon 
able to do. 

MRe FRALEY: Yes, Mr.Chairman. A 
considerably reduced laid in cost, how much I do not kno. 
THS CHAIRMAN: what is going to be 

the practical effect of that if it were done? There are a 
few, relatively few, are there not, who buy in tank ear 
lots? 

Mine FRA‘ Liby: Who ean buy in tank 

car lots? Yes, unless they were grouped. Unless there 
were some sort of group buying. Probably they could supply 
all of the gasoline in Calgary and Edmonton, and it might 
be supplied in this fashion by group buying. Just erect 

a little storage, or some storage facilities and take 
delivery from the tahk cars, by tank truck and that is 

all the operation that would be needed. 


THER CHAIRMAN: I was wondering if 
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you were not forcing one of two things, either a monopoly 
with the elimination of the small dealer who could not 

buy in tank car lots, or the person who could buy in tank 
car lots just profiting themselves with that much greater 
Spread. 

MR. FRAWLEY: The latter thing I would 
hot have at allo If there were to be any compulsion, I 
would certainly impose some compulsion there. I would not 
pormit him to take a 9¢ spread. 

THE CHAIRMAN: He is just sitting up 
where all the other dealers must sit in order to live. 


Supposing that all your dealers in Caigsry other than 


-“S 


two could not buy in tank car lots, just by way of illus- 


tration. 
THE CHATRMAN: But they were not making 


too much. They were just getting what you submit to us is 


perhaps sound on the evidence, 459? 


MR. FRAWLEY: Yes. 
THE CHAIRMAN: What happens to the two 


people who ¢an buy in tank car lots. They say "Well, we 
cannot cut this price because our competitors cannot live 
on any less. If we get a monopoly here the Government will 
proba bly do something about it." So they say "we have a 
greater buying power and like every other body we will 

teke advantage of it to get something cheaply- But we do 
not pass that on to the public. We just keep the price 
where it is", which the evidence before the Commission 

says is the right spread for the dealers who are not 

buying in tank car lots. Now what is the logical result? 


Bither that person who can buy in tank car lots makes a 
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lot of money.cee.s. 

MRe FRALEY: ) Yes, 

THE CHAIRMAN: Or he takes the advantage 
of his ability to spend money and he cuts the price down. 

If he reduces it as you suggest by 5¢ no other dealer cgn 
work at all because he is only getting 4:¢ now. He would 

be Working for half a gent loss than nothing. Then you 

have a monopohy at once. or wha t? 

MR. FRAWLEY: — Firs}, of all At) is the 
alternative I look at. It might not be @ very good answer 
to you, Mr. thairnman, but I dislike very mich the folded 
hands attitude; just let it stay on. There is too much 
between the refinery door and the pump. There is too mueh 
being taken. 

THE CHAIRMAN: Tam just looking for 
light. There is no use taking a step unless you are prepared 
to take gall the othe. steps to accomplish the results, 
whatever they may be. 

MR. FRA LBY: Let me point out what 
might be the logical development; that there should be 

set up in Edmonton a tank car buyihg agency. I have 

in my hand what would happen. rete the wholesalers! 
spread in this breakdown of 5.18¢. That is not thse cost. 
You see I pve got it into Hdmonton at 12.72¢. I have it 
landed in Hdmonton at le.’2¢. It costs 2.72¢ to get it to 
Edmonton. The very next thing that is added is 5.18¢g. That 
is not the cost of délivering it around the city of 
Hdmonton. That is this famous cost of Mr. Halvorsen's, 

this marketing spread of Mr. Halverson's that takes gasoline 
all over the country. He adds it right into the Calgary 


price like he adds it in the Provost price and the Grande 
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Prairie price. But it ace not cost anything like that 

to take that gasoline from a tank car on the tracks in 
Bdmonton into some storage. 

MR.HARVIE: | Is there any evidence to 


that effect? 


MR. FRAWLEY: To what effect? 
MR. HARVIB: That it does not cost 


anything like that. 
MR. FRAWLEY: I know this, the 5.18¢ 
is the gross marketing spread for operating 411 over the 
Provinee. I amsimply putting it to the Commission that 
to empty a tank car of gasoline into se storage tank and 
then tske in tan!: truck to the service station, if that 
costs 5.18¢ then somebody else had better do the handling 
of the gasoline business and that is all. That is looking 
after the whole Frivince, the 5.18¢. I suggest to you 
rather than have a monopoly that all of the retailers 
in Hdmonton be privileged to buy more directly, that is 
all, more directly. What I am urging to this Commission 
is something that is now the present fact in the food 
industry. I am simply suggesting that you get down to where on 
basic commodities, whether it is sugar or gasoline, thore 
has got to be more direct connection. 
TVE CHAIRMAN: I follow that. 
MR. FRAWLEY: Between the factory 
and the store. 
THE OHAIRMAN: And I am saying what 
are the mechanies of it? You say the closer you bring 
the consumer to the refiinery door the better. You are 
interested in the consumer. I say "All right, assuming 


that is thse desideratum, what are the mechanics?" 
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MR. FRALEY: You cannot drive me too 
far, Mr.Chairman, on the mechanics, because it has got to 

be worked out. It has never been done, thanks to this 
system under which we are now operating. It has never been 
done or even thought of. I am suggesting it now for the 
first time. 

THE CHOATRMA N: If the scheme appeals to 
us surely we would haveto suggest the mechanics. 

MR. Fra. Lay: if the principle, being 
one that at least would be a step in the right direction, 
if I cannot give you the complete mechanics I will do my 
best. I cannot give you all the mechanics. I cannot give 
you the cents per gallon of cost. I simply say I have 
given you a chart to indicate what the operation is, 

that is one operetion. That is direct track side operation. 
Now I am enlarging upon that in answer to your suggestion 
soas to let a1] the retailers in Hdmonton, taking Hdmonton, 
to get the behefit of it. And I say that the retailer in 
Edmonton should be able to buy direct from the refinery 
through some eentral purchasing agency in the City of 
Edmonton, which business would be devoted entirely to the 
one operation, just s mply unloading the gasoline from 

the tank cars into the storage and out to the retailers’ 
pumps. That is all 8 simple operation. Not mixed up with 
filling cans with Marvelube and filling drums for the farm 
business and the one thousand and one things that go on 

now in the Bdmonhton wholesale outlet of Imperial Oil. 

The Hdmonton wholesale area eit of the Imperial O1L is <a 
large affair whieh tekes care of the operation I am speaking 


of, unloading gasoline out of tank ears into retailers’ 
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pumps.e That is one thing. The other thing they do is 

to look after the farm business. Loading barrels and 
Shipping them to farmersjs they look after all the lubri- 
Gating oil business; a largé operation. I want the 
gasoline to go more directly from itast Calgery to Jasper 
Avenue in Badmohton. Hew how to work it out? 

THE CHAIRMAN | . As you s@y one 

meahs would be setting up an agency for making a larger 
distribution, I take it an agency operated for the benefit 
of and paid by the reteiler. 

WR. FRALEY: Yes, they would have 


to assume tne costs. 


MR. NOLSN: And who would pay for the 
storage? 
MR. FRA LSY: The retailer would buy 


his own tank Waggon ane build his own storage, whatever 

was necessary. If he could not save 5.18¢, then nothing 
happens. It is an experiment, and even if it costs some 
money it would be an attempt to break down these barriers. 
That is my point. Iam not satisfied with laissez-faire, 
just leave it as it is, and because it has besn going on 

for the last twenty years iet us leave it for the next 
twenty years. 

TH: CHAIRMAN: whe t would you think 

of a refinery door price available to anyone in any 
quantity, the Ethyl scheme’ 

MR. FRE LEY: You say the Ethyl scheme? 
Now thet gives me..... : 
WR. GOMMISSIONER LIPSETT: lit. Hrawley, if xem 
not interrupting. Do not take it aS in any way having any 


fesling ageinst your plan at all. It is to try and help out 
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your argument. Must not you begin with a fixed price 

at the refinery? That is to say, dogs it not involve 
fixing the price at the refinery othervise you would 

have a company giving a tank car quotation which would be 
their general tank car quotation, and wholesale discounts 
off to their wholesale companies, whoever they might be. 
Would not your first step be you would have to, by authority, 
fix the refinery tank ear price to avoid these discounts? 
AR. FRALEY: No, beeause you sae 
there is now @ refinery Goor operation, a refinery door 
transaction. There is no contract. .6@ have been toid there 
is no contract. The McColl Frontenac 0i1 Company buys its 
gasoline at the refinery door today. It can buy it from 
Mr. Harvie's clients tomorrow. The North Star Compeny buys 
from the Imperial today at 10 cents and they can buy from 
Mr. Harvie tomorrow, and so it goes for the Canadian and 
the Union.. 

MR. COMMISSIONER LIPSETT: Mr. Brownl6e6e cannot get 
that price? 

MR. PRS'ILEY: Yes, he can get that 
price tomorrow if he wants to, but ns has just got a good 
arrangement with the intermediary company and he wants to 
take that. Sure he could get it tomorrw. 


Well eould he? IS 


MR. COMMIS2 ICONGR Lircerts 
that sound? Beeause if that is right could not any two or 


three retailers in Edmonton organize qa little wholesale 


company and get the same price thet the Maple Leaf 
gets? 
MR. FRA :LS&Y: That is what Il am urging 


there should bee There is no privilege about it at all. 
MR. GOMISSLONGR LIPSsTT: Is not the only reason 


you are urging it because they cannot get it today? 
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MR. FRAULEY3 Sure they cannot get it 


today. But the U. F. A. central marketing organization, 

I think it is in evidence, Mr. Brownlee says Mr. Halvorsen 
offered him that to start away vith, and then they figured 
out the Maple Léaf Srrangenent and it was moréd satisfactory 
for various reasons and they took the Maple Leaf offer. 

MR. COMMISSIONER LIPSET?: If that is right could 
not half a dozen retailers in Edmonton organize s small 


wholesale company’ 


MWR. COMMESSION@R LI. SaT?: Then you do not want any 


legislation, or even recommendation? 

MR. FRALEY: Mr. Halvorsen has made 
it plain he will not sell to them. It upsets his marketing 
arrangement, but selling to the U.F.4., does not upset his 
Marketing arrangemcnt. 

MR. NOLAN: That is not the point 
put to him, if the retailers in Bdmonton formed themselves 
into a wholesale group and bought in large guantities, 

that was not brought up. 

MR. FRAMLEY: That is just what was 
put to him. 

MR. COMMISSION#S LIPSETT: without going into the 
individual case, lr. Frawley, does not your proposition 
involve in fact that the posted tank car price at the 
refinery should be the lowest jobbers!’ price? 

MR. FRS&WLBY : Yes. But I do not need 
any legislation fixing that price. Mr. Halvorsen says 


Just this at. Volume 85,.Page 9,825. 1 said to bhim;- 
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WG Now let me put one question to you, thore is 


n in the City of Calgary in Alberta no open tank 
" car market, you are not selling in tank ears 

a really, except to your contract jobbers, are 

i you? 


mh That is correct. 


"oO Now if a group of retailers in the Town of 


y Red Deer, grouped themselves together into 

" Some sort of an association and came to you 

# and asked you to sell them gasoline in tank 

u car quantities at jobbers!’ priees, which would 

ye necessitate their operating some Storage, some 

» central storage and perhups buying a tank waggon, 


y what would be your attitude towards any such 
proposal? 

A We have a posted tank car market. 

"Q Yos? 


"A Availsble to anyone in any single tank car 


, quantity plus 35 cents below our posted tank 
waggon prices and that would be available to 
them but for us to make very special prices 

a to them, the same as we do to an established 


” organization like the North Star would merely 

" be eliminating our own system of distribution." 
MRe COMMISSION aR LIPSsT?: That is the whole point. 
You sell to themat 3; cents below tank waggon price not 
at 7 cents or 6 cents below the tank waggon price. 
MR. PRAWLWY: Tie eLey my) POwset gy 1d 
do mt want to have anything to do with having anything 
to do with the jobbers' price. The experts say "How is 


the gasoline moving from the refinery?" 6 look around 
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and we find it is moving from the refinery at 10 cents 
which the experts say is the refinery price in Alberta. 

MR. COMMISSIONER LIPSSTT;: Very well. Is not 

your first step in the legislation, or whatever would be 
necessary to compel 4 price, a tank car price to be 

not 6% cents below the tank waggon but the full 7 cents, 
whatever the jobbers' price is? 

MR. Pra Liy: Yes, it seems to be. 

I agres it would be some compulsion. 

MR. COMMISSION&R LIPSstTtr: The first step involves 
fixing a price at the refinery door. 

MR. FRA iLaY: In view of what Mr. 
Halvorsen says, yese Quite So. 

MR. COMMISSIONSR LIPSETT: Subject to this that 

you would not fix the price yourself. I mean your proposition 
does not involve fixing the price, but involves giving it 

to everybody at the price fixed by the company. 

MR. FRALEY: Extending the buying 
privilege at the refinery door. Let me say this, it arose 
out of what the Cheirman said @ moment ago. We are 

talking now about tank car movements latterly, which 

would involve storage. Now there is something else that 
must be mentioned. ‘.e have the Great west Distributors 

that are tank car buyers from the British American. They 

do take some goods away by tank csr but they take the 

vast majority of it away from the refinery in tank trucks. 
They have their arrangements. They have their tank car price; 
pus at actually moves from the refinery in tank trucks. 
I merely mention that to indicate that there may not be 

the necessity of establishing storage in Edmonton. Trucking 


from the refinery to Bémonton direct into underground tanks 
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of the retailers would serve the purpose. I mention 

that to indicate there isS...... 

MR. GOM<ISSIONER LIPSETT: That puts your propo- 
Sition so much further that the lowest wholesale refinery 
prices must be given not only for tank ear lots but for 
tank truck lots. 

MR. FRA ‘LaY: No, I say tank car 
lots. I say tank car lots. Mr. MacKenzie buys in tank 
car quantities. He is really and actually a tank ear 
buyer. But it is all the same to the refiner how he takes 
it away, or apparently it is. So they let him teke it away 
in tank truck quantities. Mr. MacKenzie's trucks are just 
constantiy coming and going to the refinery. 

THE CHAIRMAN: what is the point of 
that? The handling, is that saved? If they are taking it 
away in trucks that expense of tank waggon work is there 
is it not? 

MR. FRANLSY: Yes, but it eliminates 
the necessity of moving the tank car, which cannot leave 
the tracks, and when you get it to Hémonton it is still not 
anywhere, if I may use the expression. Then you have to 
unload it out of the tank car into intermediate storage 
and then into tanks of the retailers, whereas the truck 
operation eliminates that one operation completely. 

THS Cos IRMA: You are saying now 

it should not be in tank waggons, or in tank trucks, it 
must be tank ear Lots? 

MR. FRAWLSY: Tank car lots. 

THE CHATS MAN: shat is the advantage 
to the Imporial Oil Compan y shipping out a tank ear as 


distinguished from sending it out in trucks? 1% is handling 
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is it not?, 


MR. FRAWLEY: Yes ,jhandling. 
THE CHAIRMAN: All right. Wow you 


say that Mr. MacKenzie does not get it away in tank cars, 


Nee er. 1) OU in) te nk trucks. 


MR. FRA VLaAY: Yes. 

THE CHAIRMAN: So the handling is there? 
MR. FRAWLEY: Yes, at the refinery. 

THE CHAIRMAN: Yes. Down at the refinery 


and yet he gets a tank car prics, so it cannot be because 
of the handling only, if you are right. They can get more 
money for a tank car? 

MR. FRAWLBY: All I say about that is, 
I do not want a men to be privileged to go in with one 

tahk truck, one isolated tank truck for 500 gallons or 

1000 gallons, and get the tank car price. I want him.... 
THE CHAIRMAN: Well I am just wondering, 
arising out of your discussion only - I had not thought 

about it really - as to whether or not going as far as you 
do with your submissions might not involve consideration 

of a refinery door priee, with a minimum quantity, whatever 
may be fixed upon. But a price that obtains for everyone 
regardless of how much you take, which as I understand is 
the Ethyl Compmy's principle. You have to take 4 tank 

waggon, at least a csrload - or now down to half a carload - 
but you get no better price if you take 100 cars. 

MR. FRAWLEY: Yes, the price per barrel 
of the fluid, whatever it is. 

THE CHAIRMAN: Yes, and the great 
difference is only a matter of convenience and safety 


in handling freight, ss I understand it. So that to all 
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intents and purposes, they have one price regardless of 
quantity. Now if you are urging what you are urging, 

what is wrong with saying "Well here is q minimum quantity. 
Thero is the refinery door price for all who just come for 
Et" 

MR. FRAWLEY: You soe the MacKenzie 
operation is worth while thinking about. 

THE CHAIRMAN: For everybody who wants 
to come for it. 

VR. FRAWLEY: | Come and take it away 
ina tank car or tank truck. It always struck mo as being 
a Lietion, and 1 am not using the word in any critical sense 
et ell, but Mr. MacKenzie buys a lot of gasolinee You 
only have to look at the records to see that he does. | 

But he does not want it in tank cars except in very isolated 
instances. Well, except in a few instances. He hauls it 
away in tank trucks. Why? His operation is that kind 
of an operation. He has underground storage tanks, and 
whenever you have underground storage that means truck 
operation.,So he trucks it from the Calgary Refinery all 
the way through, I am sure, to Edmonton. Mr. MacKenzie 

is doing that physical thing I am talking about, just 

that and nothing else. ‘ihy cannot any Bdmonton retailor 
that wanted it and who was willing, he having enough 
volume = therxr6 might be some volume, Some minimum volume 
for which he should commit himself - I would think 

he should be expected to commit himsolf to the refinery 
for some minimum volume - but as to how he takes it away 
Should not matter because we have the precedent of the 
British American Oil Company and lm. MacKenzie's company. 


MR. COMMISSIONER LIPSEIT: If that principle were 
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adopted, Mr. Frawley, for Hdmonton, the same thing I 
suppose could be adopted by a group of smaller retailers 

at four or five villages or towns on the way up. The 
Imperial dealer or the B.A, dealer in the various towns 
Cou, G& Torm alg tide, buyine. pool and truck: it in: tank 

car quantities to five or six different points. 

MR. FRAWLEY: That is what is actually 
going on. 

MR. COMMISSION sR LIPSETT: That is really what I 
was thinking. Is not that really what the wholesaler is 


doing in effect? 


MR... FRA' Lay : The present wholesaler? 
MR. COMMISSIONIR LIFSETT: Yese 
MA. FRSVLET: All the trucking whole- 


Salers are doing that I take it? 


ik. COVMISSIONER LIPGNTT: You think if the retailers 


had that profit spread among them in five or six villages, 
that would reduce the cost somewhat? 

MR, PRAVLAY 3 Yes, it would reduce its 
cost in Edmonton and Calgary pumps, and in the centres that 
could handle it. 

MR. COMMISSIONER LIPESSTT: I can see then, ik. 
Frawley, that if the Government put up half a dozen filling 
stations in Calgary or two or three, and two or three in 
Bdmonton, and scold on say a 48 or a 5 cent margin, that 
they could reduce the price of gasoline in &dmonton er 

and Calsary by 42 cents or 5 eents. But what happens to 


the rest of the Province? 
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MRe FRAWLEY: Well now I am not un- 
mindful of that. 

THE CHAIRMAN: | I am anxious to know 
what will happen Eau We other dealers in Calgary who 
cannot buy that tank car, what are they going to do, 
the Government is in business, the Government is the 
distributor of gasoline in Calgary and the other fel- 
lows who cannot get it in tank car, they are not going 
to continue in business at a loss of half a cent a 
gallon, I mean they cannot I do not think. 

MRe FRAWLEY: No, tir. Chalrman.= «if 
they do not enter into a buying association, a buying 
pool, a buying arrangement, then it seems what you say 
will be the logical conclusion and so perhaps the 
scheme falls to the ground. 

THE CHATRIMAN: Wot necesserily. We 
just want to be sure that we understand how you are 
going to reach through that to the bitter end. Sup- 
posing we adopt it, then we certainly are not going 

vo Léave *2UCup inthe air, a nebulous thing.» I would 
think his Honour would expect us to say something con- 
crete. Here we have @ new scheme, all right, here is 
how it works out and here is where it leads to, here 
are the steps. 

MR. FRAWLEY: Here are its edvantages 
and here are its disadvantagese 1 want to educate the 
people; the people of Alberta have no idea vhere the 
difference is between the refinery and the pump. 


THE CHAIRMAN: I do not think unfortunately 
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that we can stop there, on the one hand saying "Here 

are the advantages", and "Here on the other hand are 

the disadvantages", "Now.you work at it™. I think 

when we get all done discussing the advantages and 
disacvantages that it would be necessary to say that 

we would recommend something or why talk about it. 

Now that is my notion about our duty, whatever may be 
your duty in the matter of making suomissions. 

MRe FRAWLEY: I feel that it i8 my duty 
to submit a scheme to the Commission for its consider- 
ation. If they think well of it they will recommend it 
but I think you can only come to the point, I think you 
must say thate---- 

THE CHATRIAN: We have studied it for a 
year and this whole picture should not be ieft in the 
air about what we think about it. we, the ones who have 
studied it. 

MR. FRAWLEY: I am not unmindful for a 
moment of what will be done, but that does not deprive 
me from recommending it. If iir. Halverson is ready, be- 
cause ir. Halverson is still the man in Alberta, he still 
has his outlying system to keep up. The farmers have 
got to get their gasoline and if Mr. Halverson cannot 
adopt my scheme, well and good, I have simply done my 
duty to point out what are its possivilities. 

THE CHAT RMAN: And ~T am saying, assuming 
his scheme is wrong, Mr. Frawley, we are clearly entitled 
to understand what you would substitute for it, 


MRe FRAWLEY: weLl I would say this, Mr. 
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Chairman. 
THE CHATHRiAN: Because we are certainly 


not going to say, surely,"discard a scheme which is in 
existence because in the course of time something else 
may evolve! I mean we must say "discard the scheme which 
is in existence because here is a better one that we are 
prepared to recommend as the result of the evidence 


which was brought before us". 


Mire FRAWLEY: Here is what I would say--- 
THE GHAIRMAN : Or reasonable inferences 


from the evidence. 

MRe FRAWLEY: Here is what I would say, 
someone asked me "How far is the retailer in Alberta away 
from the refinery". ‘the answer is "He is a considerable 
distance away". "Why"? "Because there has been inter- 
posed between him, for several reasons, which the 
Imperial Oil has defined, there has been interposed be- 
tween the retailer and the refiner the Imperial Oil 
Province-wide marketing system" and "What does that in- 
volve" and the inquirer is answered "That involves ad- 
ding 5.18; to the price of gasoline immediately. 5.18¢ 
is added" to the laid in cost in Hdmonton to make up 
the price charged to the dealer, that is 5.18¢ to keep 
up the Imperial Oil's Province-wide merket ing system. 
Well"can anything be done about it" is very much of a 
question, very much of a question, "can anything be sug- 
gested" and my suggestion is a recommendation which may 
bring certain retailers closer to the refinery. Now I 
think I have explained as fully as I can what the 


mechanics would bee The consequences, the mechanics of 
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actually getting the gasoline into the retailers’ pumps 
at Edmonton would be simply to have a compulsory, to 
have a price of 10¢ per gallon, the final tank car 
price at Calgary, made available to anybody who would 
buy a certain minimum quantity of gasoline per annum to 
be taken away in either tank cars or tank trucks. If 
in tank cars that would necessitate the operating of 
some intermediate storage system if Edmonton. If in 
tank trucks it could be done without the intervention 
of any intermediate storage system; that would put the 
gasoline, in my submission, into the tanks of the ree 
tailer for abouf$ 5¢ less I suggest and then it is ex- 
pested he would be able t2 sell at less and then you 
Sey if the minimum quantity were so large that the 
smaller retailer, the average retailer, could not par- 
ticipate then one or two things would have to happen, 
the business would ali gravitate into the héms of these 
retailers who could get closer to the refinery in that 
way or the retailers could enter,form an association for 
the purpose of dealing direct with the refinery through 
a central purchasing agent. 

Wow I did not understand, 
luys Chairman, you expected me to carry it eny further 
than that, I mean that is a clear-cut scheme in my sut- 
mission, setting up of a buying association in kdmonton, 
or wherever this point. would be, to deal direct with 
the refinery and that would put it at an even cost into 
the small retailer and the large. 


THE CHALTRuA N: and would you fix your 
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spread between the dealer and the public together with 
the fixing of your tank car price. 

MR HRAWLEY: I do not go any more than 
43g. I say 45¢ should be the spread between the con- 
sumer price ‘and the laid-in cost. 

THE CHALTRwAN: but do you advocate the 
fivine of a 4o¢ spread. 

MR. FRAWLEY: I will have something to 
say about that when we get to spread but I would say 

now "Yes", that IL think that is a spread that could 
pafely be fixed because it is the spread that is adopted 
by the industry and it is a spread that I do not think 
would work any hardship non any of them. 

THE CHAIRMAN: end you say everything be- 
tween the refinery door price and this 4s¢, it is in the 


nature of a savings. 


MR. FRAWLEY: wverything is 4 saving. 
THE CHAIRMAN: Yes, everything thet is 


saved goes to the public. 

wR» NOLAN: And what happens the 
wholesaler. 

THE CHALINWAN: hat is a further question 
and then something more of course---* 

Mae FRAWLEY: I do not quite understand 


"What happens to the wholesaler". 


Mh. NOLAN: He goes out of business, 
I take it. 
MRe FRAWLEY: : @ua distributor in 


Kdmontor., I presume maybe he does. 


THE CHAIRMAN: enother thing, Mr. Frawley, 
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what about the farmers, people in the remote parts of 
the Province? You say same of this is picked up now 

by the spread which obtains in the Cities of EKdmonton 
and Calgary. 

wiite PRAVWI EY Yese 

THe CHAT Riu AN : that there is a charge 
there which has to do with lire Halverson's Province= 
wide marketing system. 

MRe FRAWLEY: Yes. 

THL CHATRAAN; NOW supposing you succeed 
in eliminating that, what is going to happen to the 
fermer in the outlying parts of the Province. You may 
say quite properly, I am not saying it is wrong, "Oh 
well let the rest of the Province look after itseif. 

If it is going to cost more than that for the rest of 
the Province because of my new scheme in Calgary and 
Edmonton, let it cost more", is that what you say. 

MR. FRAWLEY: ijo, I see no reason why--- 
THE CHAIRVAN: You cannot keep taking 
things awey all the time and not putting anything back. 
If his spread is right as a marketing spread, if he is 
not making too much Province-wide, as a marketing matter, 
if you accept that premise-~-- 

huh e FRAWLEY: I think he is spending too 
much money. 

THE CHATAAWAN; ell if you accept that 
the marketing Province-wide is not costing too much, 
then the taking away of a marketing profit in one place 
is going to mean a greater market ing cost somewhere else, 
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MR. FRAWLEY: Unless there is a saving. 

He just draws in his belt a little bit, Mr. Stevens does, 
and he makes on his country busifeds just the same. It 
may not be a proper way to answer you, mrs Chairmams Here 
I am just advocating this as a suggestion but supposing to- 
morrow any company you like, perhaps the man from Nashville 
Tennessee, that Dro Frey was talking about, came up into 
Alberta and said"I am going to distribute gasoline this 
way". ir. Halverson would have to take it in his stride, 
have to take whatever competition was imposed upon him in 
his stride and that is what I say happens to the country- 
wide marketer, it is jrst an accomplished fact from Mr. 
Hogland, of Nashville, Tennessee coming in. 

THE CHZ IRMAN; But is it the same thing 
nows It is pefore us that they have to take into 
their stride everything which comes to them by way of 
competition, that might seem to be all right, that is 

one thing, to expect them to say “We are willing to 

meet competition, we may have to run at a loss for a 

year or two years to meets competition and if it is a 
foolish competition we will run at a loss rather than 

lose our position in the country because we know that 
ultimately the foolish competition cannot keep up and 

in the long swing we are back on ovr feet again". Now 
that is one story. “Certainly I have to meet this cut- 
thrvat situation right now, we will take it in our 

stride, yes", but it is another thing for the Govern- 

ment to say that I have to run at a loss and take that 

in my stride and I have to continue to, but when they 


want me to run at a greater ioss still, that I must 
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take that in my atride too", I suggest to you that that 
reasoning would lead to the abandonment of any capital 


investment whatever, if carried to its logical con- 


clusion. 
WRe FRAWLEY: Yes. 
THe CHALTRwMAN ; They might say, "No, we 


have to take these other things in our stride, yes, but 


when it comes to a loss of our capital we will get out 


of here". 
Whe FRAWLEY: well I do not anticipate--- 
THE CHAIRMAN: If it is demonstratable, 


that there be very much, too much marketing profit, 
Province=-wide. and it seems arguable that there should not 
be and very arguable that it should be taken off perhaps 
in the places you suggest but if you are going to argue 
that this marketing profit is not too great then if you 
are cutting off here, you make it impossible to do bug- 
iness elsewhere and you ask them to take it in their 
stride. that may be not sound. If there is competition, 
they would have to take it in their stride. 

Mike FRAWLAY ;: There may be no answer. 

E suggest if competition comes in they would have to 
take it in their stride but there may be no answer to 
this, that there may be no reason for me trying to 
rashionalizge this industry in this Court Room. I can 
suggest places where we can break down these long 
spreads. 

THE CHATUSAN: And all I am asking you 


to do is if you hope, we will do something towards, if 
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you want it to be rashionalized, let me put it, then 
somebody has to do it, well all right, if it is sound 

to do it somebody must do it and presumably your sug- 
gestion is that the industry will not do it them 
selves. 

MR. FRAWLEY: I do not say they will 

not but I say it is very problematical that they will 
not be able to dec it. 

THE CEATRUAN: TRE ewne ss sOedo Abe al 
you cannot suggest a way to do it and you want it done, 
I do not know of anybody who has acquired more knowledge 
in the last year and a half of the oil industry, than 
you , outside of those in the industry itself. 

MRe FRAWLEY: That is why I suggest the 
Government must experiment to see what can be done about 
it. Perhaps I am not answering your question. 

THE C HAIR AN; No, because all I am put- 
ting to you is if it is desirable that the Government 
should do something, their actions should be intelligent 
actions and it should be predicated upon the result of 
our labors and we should be able to put intelligently 
before them what they should do in our submission. 

Mie FRAWLLY: Yes. 

THE CHATRw AN; And if you went us to do 
that for them, you ought to be able to concretely put 
them to us. 

MR. FRAWLEY: Well I cannot do any more 
than to read to you again, ire Chairman, what Dr. Frey 
Baid at ae 14,539, in which he is asked about this 


operation, what is essentially this operation, at page 
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14,539; 

"Tt is perfectly natural that the distributors 
"in this area should do everything that they can 
"to maintain the system that will answer for the 
"whole Province". 

An@ if I cannot, if this operation which I suggest can- 

not be established without imparing--~--- 

THE CHATRMAN;: Where is that? 

MR. FRAWLEY: I have given you that al- 

ready, lire Chairman, but you can check it, Volume 130 

page 14,5359. 

THE CHAIRMAN: Thet is Dr. Frey's. 

Mw FRAWLEY: Theat is Dre Frey. 
"Inasmuch as Lethbridge, Calgary and kdmonton 
“will account for a very considerable fraction 
"of the total volume of business and if there 
"were serious undercutting in Calgary, Edmonton 
"and Lethbridge by establishing these run- 
"a-rounds, the distribution for the entire 
"Prowlnce would increase and the people in the 
"more remote areas would be penalized for the 
"activitiesof the track+side operators here". 

And when he says "the distribution for the entire 

Province would increase", I presume he means the cost 

of distribution. 

THE CHAIRMAN: Unéoubtedl ye. 

Mk, FRAWLEY: And I will repeat the 


last that I said; 
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"Phe distribution for the entire Province 
"would increase and the people in the more 
"remote areas would be penalizec for the 
NactivVities of the track=side operators here". 
Now I do not want that at all. 
THE CHAIRMAN: That is just what I was 
trying to put to you, as Dre Frey seems against ite<+ 
ine FRAWLEY: I stated that, that what 

Mir. Halverson says is against it, what Dr. Frey says is 
against it and there it is but I am not content to just 
do nothing about it but if it is fatal to the whole 

Province-wide system them we do nothing about it and I 
pass on to something else. 
THE CHAIRMAN: Supposing we thought, Mr. 
Frawley, instead "Well now there is a lot in wnat ir. 
Frawley is saying to us, his method of getting closer 
to the consumer in the iarge centres at least", we have 
to think about what these witnesses have said and it is 
a fact on the “ipl marketing operation they were not in 
favor of it. 
MR. FRAWLEY: purely, you have to. 

THE CHAIRMAN: And do you not have to, 
whem you suggest this to us, do you not have to tell us 
the effect on the whole marketing situation. If it is 
going to ruin the farmer, so that we may weigh it too. 
MRo FRAWLEY: Oh well I suppose I may 
have to adhere to my statement the greatest good to %e 
done to the greatest number and if by giving the people 


of Edmonton cheaper gasoline through this operation, 
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the people in the remote areas are going to suffer, 
then kdmonton and Calgary have to continue paying more 
for their gasoline. I am Gontent with that. I have 

to be. This is an agricultural Province and in many 
ways the cities have to pay for the country. We are 
not going to remake the Province and we will just have 
to carry on as we are, that is perhaps the answer to 

it and then let people know that we cannot get the pump 
any closer to the refinery because of the scattered 
areas of the Province and that is all there is to it 
and the Commission will probably do that and explain 
that but I just warn them, I would like the Commission 
to indicate thgt this operation, which seems to have 
some things to commend it, cannot be advocetedcannot be 
advocated because the Commission is convinced that iir. 
Halverson cannot do it. One might speculate about that, 
One might speculate about that ir. Halverson might save 
some more money in the country and still carry on but if 
he cannot, if he is down to the absolute minimum, why 
then it is arithmetically the result then and the 
country would suffer. 

THE CHAIRMAN: He has told us what his 
Operation is. 

MR. FRAWLiY: Yes. 

THE CHATRMAN: And he has put his costs 
before us, 

Mahe FRAWLiY: And Dr. Frey had no 
quarrel, no criticism, has not said anything critically 


about those costs. He has accepted them so I am hopeless 
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about them. I look at that Exhibit and I see a million 
and 25 thousand dollars, and a lot of things that are 
there shocked me but I have to put my shock in my pocket 
because Dr. Frey knows more about these things than I do 
and he has not pointed to anything, it just has to be 
carried on and watch their, closely watch from month to 
month this marketing system, and that would be my sub= 
mission about that, that is ail I can say about this 
direct refinery to nump operations, transactions. 
WAdOR LIPSETT; Would it not come down to 
this, Mr. Frawley, if you take a certain amount off the 
price of gasoline in the larger cities, 4¢ or whatever 
it wouid be, would it not either, come down to this that 
you would have to put on this extra price in the country 
as has been pointed out or you would have to cut out a 
lot of these intervening jobbers, is that not the only 
alternative, if you say that there is too much expense 
between the refinery door and the final consumer, you 
have either to say that the intervening companies are 
making far too much money or alternetively that thers 
are too many of them making some profit. 


MR. BRAWLEY: On this submission, Mr. 


Commissioner, I am just putting in on the Imperial Oil 


Company, Mr. Halverson says "I have to have 5.16¢ added 
to the price tc look after my Province-wide distribution" 
that is not worrying about the North Star or anybody 

else and apparently then Mir. Halverson would have to have 
it, that is as I understand it, the Chairmem's point, 


Mr. Halverson has to have 5.18¢ and he cannot get along 
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14 =i nsstay wae 
with 5.lg, and it breaks right down then. 
MAJOR LIPSETT: He might get along if he 


was getting more gallonage. 


Re FRAWLLY: Oh yes, I say probably, 
YeSe 
MAJOR LIPSETT: Theat thea of course gets 


you into closer to a monopoly and that would mean 
Governme ntal supervision. 

MRe FPRAVLEY: Yes, and there is nothing 
very much wrong with a well regulated monopoly. However, 
that is not what I am asked now. Well, Mr. Chairman---= 
THE CHATRLMAN: i have not heard you ad- 
voate that yet. 

Mhe FRAWLEY: I have not advocated that 
yet, no, because I do not think we are going to get to 
that. I will be saved making that argument. 

Well I think we have got 
down to the bere bones of the posted tank car price and 
what it will do and will not do. 

THE CHALAWAN: We would like you to give 
sane thought to it so that if it was a worth-while 
skeleton we could put some flesh on it. 

Mie FRAWLEY: Yes, and not make it look 
too much like the Christmas turkey. 

Wow I advocate, as I say, 
the abolition of the 100% dealer contract as one more thing 
Which will help to improve competition, which will help 
to bear down on the price leader's position, makirg him 
more responsive ultimately, ali with the view of doing 


good to the consumer by a reduction in the tank car 
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15 4 17,595 = 
price. 

Wow what is this 100% 
dealer contract? I say essentially it is a penalty, 
essentially it is a penalty. 

Now why do I say so? 

We know from the Imperial 011 that in Calgary for 

instance the dealer business, you see the great part 
of the dealer business is in the cities, outside the 
cities the business is direct from the agency to the 
farmer, so when we are talking abuut the 100% dealer 
we are telking about the cities and the populous 
centres. 

Now the Imperial has told 
us, and I am sorry I have not the record but pernaps 
Mr. Nolan hag, that 95% of this gallonage in Calgary 
is on the 100% basis. Now when you get that much, 95% 
of one company's business in Caigary, and I take it 
Kdmonton would be the same, and I take it it would be 
about the same, that with 95% of the gallonage is on 
the 15¢, on. today's prices, it is rather idle to talk 
about ga 1l6¢ price. That is not a prise at all. There 
is nothing real about that 16¢ price to dealers in the 
City of Calgary when only 5% of the gellonage is going 
out at l6é¢, Therefore, I way that the dealer price in 
Galgary today is 15¢- That the dealer price, the 
dealer price in Calgary is 15¢ and the dealer priceyan 
Edmonton today is 17.90¢, although you will find that 
the posted dealer price in Kdmonton, the posted tank 


wageon prigée is 16.90¢ but I say that L?.90¢ Is tue 


eae! oon is 45h aoe igen ae . de +4 s me hp. ' c ee c ; SE 
Ry Sa tae y ce 3 * SAGAS: & si atte! - ‘ tet HEAD, | a vk ; - i 
’ -_ - 
Tae Pi: ae AGS, 
a a i he Rotate, i a 
aay eet io Se Lege, ¢ > 
‘ nf Ss we + da ie ae j i = a 
- si oa beeli era ee ae aca Pace *y. ae eT rea 2 ' 
Ty c -'y ee a Poe Se wid tag Fassia al Uaied & ge 


a J if ; 7 
oC Bey” PS BH. SINN,.: g BN ay PG. Lao). ony, <a eRe a 


i 
ore e? a 


" 

+ ‘eddie iameiet lal L-dqactloud omefooh tell, Be = 

2 aa; 2] t eyo 8 neh ate Se ee a ay feet oil : 
Sane, _ ; Ps a Jor ns o..0F- 1 iB ' gud O84 a - * 
? ; a pee + re ee Pe acaeiar of See <4 -anaee 
= 7 hey ee ee ee Pk =" ine ; rae oe sacl + <s ae : ay ae 

z J . 

. ; S , i as. j - : 
ie oD eh a; He ! wo Oy we, £8 Pt 
s . fig restaging Gs Pit ae : 


1) & 18 “* 


ty i s 
ies eo. Ne rs Ao Re iy “ : = 
mie ie RES Rima Re, Se RO RE Ne RRS oe Mie eres Am) a OP eee ee rb 
J “ ‘ > me < ooo i ei ree 
- 


“ a9 ae 90. 


ae TS 
| 


4 4 ale EB 2 A090 7 ' 
¥ as 7 
} j Sat Mage i P 4, My : cir 
} » + . - i - wi 
* ‘ . ’ “7 > fe 
paper i TPO ee: iyi tha & a one PS ak aed 2 | ¥ ‘a ins! +) th est 
x # ised ae ie a = f : Perkin a ie ¢ 
et a wer ‘ i oe cn ee dia te = a ma ae ie 
; > - : 
4 Sed USS 
cet cad es Ne tam ra A pay Te Oe.5 Fly on” y + As my Mis he Am i= 3B ale Haas a 
a ce i eet er eS Ree eet ay he sh re Mind opens ae a 2 she Fe, _ 
. or eee | a es al 
” ; 
: LY oe 
males Pe PS x Se hee heh ¥e fe ee \ See ‘ patti Oe 
é : i + 2 ny ae 5 iy Le a 
‘i we 7 ae Aspe ki ) I i Lam iad 
i = ac zs tat wees eee ae = te 
s aN 
| al 
. { Md of 
; _— - pio aia 
fe, Lash eee anes a ba . 7) 
4 


ia ie eae.” 
ne 


is 
i 
ina - 


ot. wr ee 2h oe “on fay Ae oe 8s eat i ee fa ch nee: 0, ae 


i, ee 


i or 7 whi, wt ‘ ¥ 
Th. fis ee Beli? ee ae f a 
‘ te Pei is es eae ea ¥ at rey a ’ = 


o 
: = wre Pee et 
4 1 +. Fe ue ar 


i PASS fe Sees 
tel Be Bis Ws aa eeclcune, ote 


wii, #f agemeling Coe ry tart ee — yas 
r + is < < 


a ap de ea eee i" 
F xf aur inet . 
r 2G 4 Sa Se. aes = 
et eee ere to eH ee 
peal ae Tel | (ee oe hs ae ones 


vee g Shh RR 


a) ; Roar See 
jo ant eee elt, 
: ay, a 9 . S dy ee, ” y 


et 


d. de Frawley, K.-C. 


Ca 
16 


~ 17,556 - 


price you have to talk about and in Red Deer it is 
16.60¢, not 17.60% which is the posted tank waggon 
nrice; in other words I say that in these places 
where there really Preah vere the 100% price is the 
posted tank waggon price less lg. 

Then what is the l¢g? 

It is just a penalty and that is all. In other 

words the Imperial Oil is saying to those dealers 
"Our price is 15¢", that is what it is saying to a4 
prospective retailer "Our price is 15¢ and unless you 
will go exelusive with us you will be penalized 1g", 
that is in essence what is going on. 

Now Dr. Frey deals with 
this in Volume 1341 and there is a lot more or less 
satisfactory, and in large part unsatisfactory, not on 
Dr. Frey's part, on my part so far as my putting the 
questions to him is concerned but this is discussed 
there, and so you can have the reference for your notes 
it is in Volume 131, pages 14,586 to TA, oe ee think 
that that is all within those pages and I do not want to 
read them all at all. Dr. Frey discusses this question 
at page 14,593 and he enters into a discussion there as 
to what the dealer does. 

THE CHAIRMAN: What would you say the 


general effect of his evidence was. 


MR. HARVI EL: He summarizes on page 
14,591. 
MR.e FRAWLEY: Yes, he summarized and then 


we opened up the question again, yes, I have this marked 


at page 14,591. I can put some of this to you. Of 
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course he goes on and talks a lot about having learned 
his 17 Shell points and he would never have learned 
them if he was not a 100% Bhell dealer, that is at page 
14,589. 


‘Then he séys at page 


"Now then if the account is split the mer- 
“chandiser is practically defeated at first 
"base while if a man is a 100% dealer there 
"is always a prospect, no matter how stub- 
"born the filling station operator may be, 
"that in course of time you will get some 
“of your ideas ecross to him." You see. 
"You see",is my own and not Dr. Frey's. 
THE CHAT Riu AN: , The eifect of his evi- 
dence is that he is not in favor of the 100% dealer. 
Mie FRAVLIY: Oh I think so, and he 
says: 
"But fundamentally, I think that it comes 
"down to another thing and that is the best 
"merchandising methods can be developed 
"where there are exclusive dealing accounts 
"end I should say it is entirely a matter 
"of company policy and it is another one 
“of those elements in pompet ition as to 
“whether a company would teke a very large 
"split account and give the same price as 
"to @ 100% account. I do not see that 
"economically it is wrong because it clear- 
"ly indicates that we are dealing with com- 


"petition." 
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That of course is when 
we brought it to his attention hat these companies 
ur some of them, hot the Imperial, not the British 
Amexitan, but some of the clbmpanies were giving a 100% 
price to some of the split accounts but my submission 
-S) ule same Bulmieslon thrt hes run through ell these, £ 
want the 100% dealer contract abolished so that Mr. 
Mayland, Mr. Plotkins, Mr. Jones, Nir. Smith, anybody 
you like, can get in there and gst some of the gallon- 
age away, £ G40 not say away from Lire. Halverson, let br. 
Halverson keep it if he can but it makes Mr. Halverson, 
tO use my friend mr. Nolan's expression, more sensitive, 
more sensitive. if the 100% dealer contract is not 
there and thas is the advantages as I see it. The advan- 
bage O1 the’ other sifie of the contract is that it builds 
up Hice stations, it builds up loyalty. Mr. Halverson 
told us I think, it is the same question so far as I am 
concerned, I am here urging strongly for a lower pbice to 
the consumer aad T cannot get it until Mr. Halverson drops 
his tank waggon price and if the price I have to pay is ior 


s, then I know I have to kee, 


loyalty and all those things, th 
on paying the prise which I am now paying. 
THE CHATRMAN: You know it is quite an 


ola thought,Mr. Frawley, that you cannot serve two 


MR- FRAWLEY: Yes, that 18 an oid 
thought, yes, but you could serve perhaps the public. 
All the Supplying companies are thinking about is serv- 
wes and you cannot serve the British American 


as well if you have to serve ths British American in 
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ve) Le yoo! = 
the morning and the Imperial in the afternoon but you 
can serve me and I would be more satisfied. 
THR CHATRMAN: — If you make these people 
servants of the public, but at the moment you are ask- 
ing that they be servants of two companies, are you 
not? 
MR. FRAWLLY: that ib true, but the 
public is paying the piper ald they should have some- 
thing to say about it. 
THE CHATHWAN: Perhaps so and that per- 
haps leads to the logical conclusion that the public 
should be running the service stations through the 
only agency that the public has of the individual 
functioning, perhaps that is the thought. 
WRe FRAWLEY: I can assure you, ire 
Chairman, there is nothing that I am advancing here to- 
day that is not arguable and has not two sides to it 
but the side I am striving for and the side that I am 
concerned with,-let the others speak about their own 
Sside,-I am striving for a lower price to the consumer 
and it has been made abundantly clear to me, so abund- 
antly clear that it has changed my whole philosophy 
about this industry, that we have to bear down on Mr. 
Halverson or we will get no relief. Now I cannot make 
it any plainer than that and I mean it seriously and 
honestly, we have to get Mr. Halverson more sensitive 
than he is and we want ir. Halverson not to answer by 
way of a price concession because a price concession does 
not do the consumer generally any gooc. But I want this 
next step which Mr. Halverson tells us about, ultimately a 
price concession may become a tank waggon Crop and until 


that happens the consumer does not get any benefit. 
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MR. FRAWLEY: Now, I certainly cannot pass 
without calling attention tc what the British Amerizan Oil 
Company is doing. 

THE CHAIRMAN : In view of what you have to say, 
supposing that the Government had nothing to do with the 
industry in the sense of being concerned with the prvducers., 
the refiners, but went into the distributing business. Can 
you do it any vetter and can you do it any more chaaply. 

If so, why not adwocate it? 

MR. FRAWLEY :. I would not say we can do it any 
cheaper, I mean that the Government could do it any cheaper, 
or the people. themselves. No, I think Mr. Halverson is 4 
very good marketer, but he has just got to be - it may rot be 
@ very happy expression - but I shall never make a more 
serious statement to the Commission than this, that Mr. 
Halverson, the price’ leader, has to be made more alive to 

the necessity of reducing the tank waggon price, and the 
things I am suggesting, in my poor way, are the things I 
think will assist. Break down this 200% dealer and let 

Mr. Mayland go into the town of Lacombe and get some of that 
gallonage if he can. He cannot get it now because of the 
loyalty Of the Imperial dealers. But once Mr. Mayland and 
all the other newcomers, the new Mr. Maylands who are striving 
for gallonage, am they are the ones who are going to break 
down the tank waggon price. Mr. Halverson tells us, and 

Dr, Frey tells us su. Dr. Frey is optimistic about it. 

He says he sees downward trends and that is how he segs it, 
Mr. Mayland exerting force in the market and Mr. Halverson 
responding to it with the break in the tank waggon. and 


that is what I want to see, as soon as possible. I want to 
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shorten off this long swing as much as I can. If we do not 
do anything, if we say "Well, we may lave a desper interest 
in the dealer, the service man and so on." But that brings 
me to the Texas gasoline company, coming into this Province 
with admittedly good gasoline. But that does not do mea 
bit of good. That ig not good enough for me, to get a little 
better gasoliné in my car. The thing that is good for me 
and all the consuming public in Alberta is the lower tank 
waggon price. Mr. Méltabarget of the Texas Company did 
not choose, to lower the price. They just gavé a little 
better quality of gasoline. Well, from the records it shows 
a higher octane rating. Let us say that. But tlt is not 
good enough for the consumer in this Province, a better 
quality gasoline. The only thing Mr. Meltabarger is doing 
My wie Provines, if ne is doing anything, is by heavy 
advertising taking away gallonage from the price leader 

snd ultimately he will make himself felt. ALT I want to do 
is to shorten up and bring aout that ultimate situation. 
Tey weal. [ley net CGOnLehT tO Leave it entirely, 
because I know what Mr. Halverson will do. I have some very 
interesting figures to show you when we come to that as to 
how long we had to wait until Mr. Plotkins am the other 
third grade marketers bore in sufficiently on Mr. Halverson 
to warrant and obtain a reduction in the tank waggon price. 
Mr. Cottle has gone to the trouble of working out some 
percentages and figures and they are very interesting, am 
it is a question of how long we will have to wait for similar 
results on "Q" gasoline. 

MR. COMMISSIONER TIPSETT: I suppose you narrow your 
proposition a little more than you are stating it. Your 


object is not to force sir. Halverson to lower the tank waggon 


fon 2 vol ab 


Hawes ob a 4 
Pt “8 
Sanit vag i inde 


a 


aa 
ee ae aaa 
ae ith baiob “land po Loiey ean ‘oat ro : a 


i aie 4 go: : 
(aabetemy eo “ihes sia iti : 


’ i 3 
Nae 


crab ay ob bu: ‘arc aude ta 


Ni he's oh . 
<8 ay ee ‘s an’ an im a why a sitar ‘host ern ai tat” bod br) : bea A 
) ; we ty Dy, oe 
1 ‘ / ¢ 


ghee Hoey ek. Hs . iF ool” ten’ o roe bad Foon <itted 
Ngee 2 - eee 
eh Poy hint fj Wit Qn ‘peas ie ray ot Satie, gtd cyst “ont ae tie 


at ae ant! 


‘eho dad ‘edt pewoL Be aeooul, Top 


a add 


NEY Padus west at % fogndst bl a ” go bag hagpan , 


mati’ t bl on ee ere oer: thew sen Kae wy, Ye ont ‘tip ‘met od: 
: i Sebo a >; 
seen te 


‘tee ei vet ge = tp we ap ae Sao tte ey disteo aeiase Bio, 


leas Pet ; wm ae A ad Pac hs 4 uae | a is? ot ee a ae a dua : ; 
i rR aa 4 if Gay & Lae ‘wt THR. hit 4) ‘an t 1 oT dpamie coum , a 
at erm ‘ eeals ; val 5-7 ae wes eee | oxy ieee e j 7 
{ am het ay, i en! Lou os Bs, fagp oY, 
: : Ee et 3 2 “ Eos See 
Sy og epg i ee ahs i me a a F “ 
reel We Be me i mes woh Bf ta Ti , os eet 7 Bh ‘ rt ee y 
: ¥ Ay & , : 7 
; aE sat i he :* 
va) Rae © heat caw Ue 7 
wijal Both We et jake f Ave “gene ‘aul Th side tonavbn on : 
" de y: We i 7 
an : : 


“tia | 4 ae nL sein ivan’ Yiiv as ylodmm ls Lit bas » a 
| Vide hd hah a 


Jo Tit peepee ty et two dy adina. fas qd) “apt eda co ab Ge 


fant ie 
wis at A 


ay ee ae gecesi ome | | ld Ee Bi A : ae 
[ ‘fan tina ta Sveut oi ote nay ‘Yon treats Z, Lie. at oe) f 
’ a4 ne Fo Abi hee + ot y 


Marianah aver: Gee beeT Tat ees am tem maect: i. eeenisd a, 
hs i + x = 1 Ja 5 _ 


mip We are 


ae 


Simon beds hoi’ An Liaae at ‘Loci view oF one 
ner: i ne (tare to ok ‘prod exedtiicar 


tal ue i ae ars a! Sasee 
Or eiTy AG pam bat fet ‘Bi Fauper 8 neste tas 4 a 


ut) 


‘igi sie uP tauom ‘Yep “shia oat a a 
tees pa iganze?: i se viene ‘Sear sa ae . 


amt a 
ny Ait ati capa hie i stad oe Sh 
cat year) a hk 


Wy os 
a nn 
Burs chy Uk Ate +g \am oh a of “ 
+ i; BS A SI a e " d (ia)! - Ks , art al 


Ohh ii 


pid 


phe 


-17 ,562- 
J. os PPOWley, KK. C. 


price to the extent that he rune at a loss# 

MR. FRAWLEY: | Oh, no. 

MR. COMMISS IONER LIPSETT: And in such a manner as to 
destroy both industries that are SXLSt Ne wn The Prov ice 

or the inducement to establish similar industries, or enlarg3 
those industries. in the Province. I suppose what you are 
really suggesting is that competition might make it possible 
for him to reduce the cost of some of the intervening 
operations. 


To cut them down somewhat if it is possible. 


But do not go so far as to say it should be done if it turns 


out to be impossible. 
MR. FRAWLEY: 


irreducible minimum. 


No, I do not say there is no 


Losey that the price of crude, being 


at a certain given price----- 


MR. COMMISSIONER LIPSETT;: 


i am on the marketing question 


OnLy. Lroun phe Trelinery door. 


MR. FRAWLEY: 


a limit to ths spread. 


Yes, but I mean to say there is 


There is a limit to what shrinkage 


we can expect in Mr. Halverson's spread, of course. 


MRe COMMISSIONER LIPSETT: 


There is a limit also to what 


the cost of doing the marketing is. 


MR. FRAWLEY: 


Yes, there is a limit to what 


that 5.18 can be brought down to, sure. 


MR. COMMISSIONER LIPSETT: 


that at all? 


MR. FRAWLEY: 


MR. COMMISSICNER ZIPSETT: 


MR. FRAWLEY: 


direction and say "Leave it 


everything is done 


Have you any suggestion as to 
As to the amount? 

Yes. 

No. I~ have to go in the other 


to Mr. Halverson dut see that 


to make him aware and to cause him a 


HS. ra F 
® i ay ay ae ie RY oe 


: tesos, rs) Be 


- iy 


2 gio veneer 8 sear as tna | 
POO ee ay | vee, Ape Cook a ae eo tite 


‘ware’? at Lf, mani tix Rae) youd sordbeieol Aiod 


ore e ESP ee 8 ne : : i % a Epa wet es. ap 
rosy wets sth ak ving UNE: dans dates @ seamen! |e 
= Vr eat mens on eo S an f r oe ¥ 
» 5, sim 3. ee wat, al. ponateuta? | 
peor ai: Sn i sank , 


i 


Shen tigtar ee Fide quoe inal at galtnemaae Xt 
sansa rere erie aie Bie ey 


sicitins att, So woe * ta wid Bomber ait aA 13% 


ee ash Pa a oe f naan awa madi tue of Fenopterede 
ual P 4 bicamde ee yee so, Ri ‘gs 00, 98 ton ob i 
ic. _ oLipowoast at, of 
(ose aa aR Rigel ea, a oe 
- " snd wc ‘te sit yap i, cmusiol ons Louborets | 
— ieee nies ee vag nnetaee Pere . 7 
ci odeeman ei amy r sORRBTLI scan geenyee «Mt 7 
oo : Lae eee oe : 
ae eee: ; mot “7 curiam ge wvitio: a 


LS 


See ae - va cee i ‘ Che 
revit yon ot, dent 2 Wied gees st eA Se 4 


o ae ” aa y “ aoe 
Porat “ + J wy : fs ; ‘ 


on tote ot ee eed ott soot inde a tan a 5 
coe vay Woe Ge ae eats Rare of o% B ey oe Md 
ite, “be pnette a spontorialt +i ab soa Eye ™ 


aie PS cc Pe ee _ 
ey . al ae 


casi eb at a ‘ponte NTEa I AAONOT Gt 
- ‘yaltetcam ot. sated 4 


a ne ert ee i R < 

j : 5 ie oA ae os ; a 

ci Vin , rp acs to , a Se ne mh init eu a Y a 
‘ 


lig iT ii } a ig ona ee 
Pome asl: ee Pa a 
. 50gje, 
' Lees, Chat oe ke ae, ie Pee 
i 4 ter m~S ie ; ~ sh OY, 
7 
y 4 vi 
- 


. La ri 
2 2 

eee as Pant ae a) 
+ SA i Cieemee sed 


Tages, iT 


J. J. Frawley, x. G. eee 

greater awareness, Not only that but actually to see that 
these things, that this pretection that he now has, and that 
is, perhaps, a frank way of putting it, »ut I may as well 
put it that way, the protection -r. Halverson now has in the 
100% contract, that that be done away with. 

THE CHATRMAN: wir. Frawley, are you consistent 
when you say eliminate the competitive retail dealers. MThe 
100% dealer is out to make the other ran sensitive because 
he knows how,by getting his business from him. The dealer 
you are proposing to put up in the towns and villages does 
not care a tuppence whose gasoline he sells. There is no 
competition there. Or he is béing dishonest to one empicyer 
Or another, as the case may be. Theoretically, that has 
eliminated competition in the pumps in that town. 

MR. FRAWLEY: I say, Mr. Chairman, we have a 
besuti til examitle in the Province of Alberta of there heing 
no competition. Pook ao tne -Cityiof Red Deer. Wikies. 

5.9 spread. You cannot get that except you have an iron- 
Glad agreement, which there must be up there. Now, quite 
frankly, I do not look for any relief to the consumer---- 
THE CHATRMAN: On the other hand, we have had 
@ll kinds of evidence as to unethical and improper 
wactices indulged in by local dealers to get away business 
from the other fellow. 

MR. FRAWLEY: I am coming to that. 

THE CHATRMAN: They do not only deny that 
there is not any competition but they say there is competition 
up t> a point where they aze doing that which should be, 
perhaps, prevented. 

MR. FRAWLEY: And I am coming to the under- 


eanopy Situation. It is, perhaps, the most difficult part of 
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vee) < Ser eW LeVine KiwC. 
what I have to discuss because one wonders what to do.. 
UGeproni bites teor get. it, eb on. One really wonders, having 
in mind my underlying proposition, relief to the consumer. 
But under the canopy there can be no relief to the consumer. 
There is always this so-called "sucker trade" with the 
posted price left there. That is all I want to get down. 
And then there is intermediate chiselling going on. There 
is the No. 2.price and the No. 3 amd the No. 4 price, and 
then the No. 1 price that you and I pay when we go to a 
service Station. Thanks to Mr. Harvie's client for telling 
us all about it, added to by Dr. Frey and so on. When I 
come to that, that is troublesome, but at the moment I say 
that the real relief will come to the pevple of alberta in 
Mr. Halverson's tank waggon price. When that comes down 
then we can. sbrely see to it - if we have found one thing 
that has emerged from this evidence it is that once you 
CraupaewSorcec,b it ates 15.cents.or 16, cents, thesprigey 
when you make up your mind that 4% cents is the fair spread, 
then when they drop the tank waggon price we can see that it 
isipasectdeons,. [I am not fearfulrof that. We know the tank 
waggon drop and we will have no more of this hesitation, 
because that is only done through out and out collusion, 
and if it is necessary to prosecute under the Combines Act, 
there should be some relief can be obtained from that sort 
Of, things. 26 is.very.ciear,in.the question+] urged this 
morning and you yourself put to Mr. Halverson, Mr. Chairman, 
that there must be a passing on of that tank waggon cut. 
The only way in which it is not passed on is by out and out 
collusion. 
MR. COMMISSIONER LIPSET?: Supposing you eliminated this 


100% dealer contract, what effect would that have on enabling 
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ds as Hrawley, K.-C. 
more Montana gas to be brought in here and sold in this 
Province to the detriment of the Turner Valley producers. 
At preseht the l&rger companies now existing in the Province 
have pretty well, I would say, 95% undivided dealers and in 
that way they have corralled a great deal of the retail 
outlets for Alberta-made gasoline. 
MR. FRAWIEY: Yes. Well, it may be that 
Montana gasoline if----well, it lets down the barriers for 
everybody, of course, whether they be an Alberta refiner or 
a Montana refiner, as long as the situation at tbe border 
continues, and I will have something to say about that. 
MR. COMMISSIONER LIPSEtt: You deal with that as a separate 
problem later on? 
MR. FRAWLEY: Yes, I am going to deal with 
the Montana competition separately. 
MR. COMMISSIONER LIPSET?: ag you say, Tb) Mien teopen 
greater competition for a refinery such as the Gas & Oil 
Products, which equally is a straight Alberta producer of 


erude oil----~- 


MR. FRAWLEY: It is a very troublesome question. 


Mhe “point is reached when there is, perhaps, a divergence of 
intperee t. You see, the consumer can carry the Alberta oil 
industry only up to a point. I think we have got to be very 
eareful about our conclusions in that respect. I say that 
with the very greatest respect. I say that the open door 
in Montana is not wholly evil. However, I will come back to 
thas @& Lavule lever On. 

Now, Mr. Harvie said sone thing 


about the 100% dealer, and I think it is worth while, I think 
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very much worth while, to see what he said. Mr. -Harvie in 
reviewing the evidence given by his company - I take it from 
Mr. Harvie's statement because it is handy, at Volume 147, 
at page 16,370. Mr. Harvie says this: 
8 ir. Miller then deals with the 
"lg discount to 100% dealers and says:- (V. 100, P.11,300} 
"ta. Speaking personally for our company I would have: no 
a objection to the authorised buyer's agreement being 
i. discontinued and the dealer being sold at tank 


n wagon market and we will sell ovr merchandise on its 


1 merits,we will take our chances with anybody else as 
a to being able to create that consumer demand for our 
products to take care of the sales we wish to make. '™ 


Now, I do not want to be unfair 
to Mr. Harvie, if his clients meant that they will sell at 
the posted tank waggon market - Mr. Miller says at the tank 
waggon market we will be glad ito sell. If he emeang the 


posted tank waggon market, of course, he cannot. 


MR. HARVIE: He does mean that. That is what 
he says. 
MR. FRAWLEY: He means to sell at the posted 


tank waggon market? 
MR. HaRVIh: You had better read the whole 
thing to see what we do sayl It is Volume 100. 
MR. FRAWLEY: 

Ws Speaking personally for our company----" 
I am reading from ir. Miller's original statement, Volume 100. 
I was reading from Mr. Harvie's statement in Volume 147 but 
this is itr. Miller at Volume 100 on page 11,300. Major Lipsett 
put the question to him about that. 


MR. HARVIE: It was the Chairman's question 


and reply that is helpful. 
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MR. FRAWIBY: 
"Q MAJOR LIPSETT: Well now just following that, where would 
that bring us, Mr. Miller, what was passing through my mind, 
" and ITwant to get your help on it, you have arrived at the stage 
uy where you now have only wholesalers and retail outlets we will 
y assume and assuming no more should be granted, does not that 
: involve that those existing channels Should be allowed to handle 
. the existing business also, in other wrds, should not the 
Ww existing wholesale and retail outlets be allowed to harfile the 
y products of these other refineries that Mr. Frawley has men- 
H tioned in addition to the mwoducts of the two or three majar 
¥ companies? 
"A Speaking for, speaking personally for our company I would have 
u no objection to the authorized buyer's agreement being dis- 
in continued and the dealer being sold at tank waggon market er 
" we will vell our merchandise on its nerits, we will take our 
chances with anybody else as to being able to create that 
" consumer demand for our products to take care of the sales 
id we wish to make. | 


"Q That would eliminate the undivided dealer? 


"A Yes. 
"Q THE CHAIRMAN: Of course assuming that the 
u statutory clause or condition in all the contracts was eliminated 


" and that your competitors are all on the same basis, I Suppose? 
WA What, is.right. 

"Q sthatethey cannot prevent anyone by contract from selling anyone 

u elsco's goods, I suppose you have some such thought as that in mind 
Ny, MAJOR, LIPSEITTL : T did not have any views on it, 

‘ Mr. Miller, but I was very anxious to get yours because the 

" difficulty that we might all have to face or should face may 

i be one connected with that? 

"A I think that would be quite satisfactory, Mr. Commissiorer, and ° 
i particularly if the licensing regulation is enforeed or if 


u good judgment is used in the future issuing of licenses." 
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TH. €./ATRMAN : #11 I was putting to him was 

that I supposed his willingness to have the 100% dealer 
eliminated was associated with that being true of all his 

other competitors, whether required by Statute or otherwise. 

MR. FRAWLEY: it would not matter then. My 

point is the same whether in Red Deer it is sold at 16.60 

or i7.70 it would have no effect on the retailer spread, 

and when I am talking about putting all the people, the existing 
people ang the new people all on tne same footing. No 
handicap, that is all. I just simply say; "Raise the handicap", 
and that is my whole point. 
MR. HARVIE: But you raise it by going back 
to the tank waggon and not reducing it the 1 cent off the 
tank waggon. 

MR. FRAWLEY: If I understand the gituation 
Siete, — UG noe care at all. I say put them 411 baek on 
Scrowcen ene Wet. them all have a fair race for the gallonuees 
I do not supocse it matters whether it is 16.60 in Red Deer 
Ci 27,00. I> Simply means that Lr. Mayland goes into Red 

or anyone else striving for gallorage, and he is not 
confronted with a 100% B. A. contract on the one side of the 


4 


street and a 100% Imperial on the other side of the street. 


THE CHATRMAN: Why does it not matter whether it 
is 16, something or 17. something. Ts it not going to cost 


une Consumer more? 

WA. FRAWGRY : iI was looking at it from the 
standpoint of the effect on the wholesale price. Mr. 
Helverson has 4 certain gallonage.and a certain area. 

Mr. Mayland goes in and whether it is being sold at X cents 


Or Kel Cents, 26 it hot jugt the seme as far as my point is 


concerned. There is no barrier. There is no bar. Yous See. 
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as it is now, the new oil company goes in and he just cannot 
take the business. He is sent on his way. He says "I am 
not talking to you until next April or May when my contract 
falls in." And that is what I want eliminated. 

MR. GOMMISSIONER LIPSErt: I did not understand Mr. Miller's 
intention to be in that evidence fet you have read that he 
would eut tne price of his commodity 1 cent? * Was that 
what you mean? 

MR. HARVIE: He said he would sell at tank 
waggon. Tank waggon is the posted tank waggon price, and 
the 1 cent off the tank waggon is the undivided dealer price. 
MR. COMMISS IONER LIPSETT: You thought he meant he would 
put the price up? 

MR. HARVIE: Well, he said he would ‘sell it 
at tank waggon and that was not 1 cent off the tank waggon. 
MR. COMMISSIONER BLIPSETT: £ ~ook it at the time “phad he 
would eliminate the discount to everyoody., 

MR. HARVIE: I took it, Mr. Commissioner, 

it igs a more expensive account if it is not a 100% dealer, 
and that is why the 1 cent is not taken off. 

MR. NOLAN: That is what Mr. Miller says. 

I have a note of his evidence at Volume 99 on page 11,164. 
He is asked there to express his views on the soundness of 
the principle of undivided dealers and the effect of his 
evidence is, what Mr. Harvie has said and he says: 

With undivided dealers we have some control or at 
is least we are able to tell whether he does remain 
5 undivided because he is retailing his product to the 
a consumer. In contracting with the consumer for his 


is undivided requirements we could not make any check and 
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4! I do not think that the average contract that might 
a be made would be’ lived up to. In other woras,they do 
not look at it from the angle of any importance. 
1 Ye think though that the undivided dealer should enjoy 
4. a better price than the divided dealer. In the 
first place, there is more economy on our part with a 
dealer who is undivided and there is more economy on 
? his part." 
And then he goes on to say that you have to make smaller 
deliveries, 50 gallons as compared with 200 or 300. That is 
page 11,164 of Volume 99. Now, while I am on my feet may I 
refer the Commission to what Dr. Frey said in Volume 129 
at page 14,386. The only interesting part of it is that 
he is discussing the fact there are no split accounts in the 
UNited staves, —He goes into detail there about the areas in 
Wo2Gt there gre no split accounts and sums 1% all up oy 
saying: 
" The general pattern for distribution in the United 
" States is on a 100% basis with the supplier." 
Mat Fits in with the rest of your references. 
MR. FRAWLEY: Well, my point is a very simple 
one. I am anxious to get the barriers down for the people 
seeking to get gallonage, because it is only through the 
operations of those people, seeking to get gallonage, that 
the price leader will ultimately reduce his tank waggon. 
Now, the nese thing which I classify in the same way are 
the Ethyl Company's discriminations. I think there are some 
discriminations there which do act as a barrier, as a barrier 
to the tree play of Competition. And that is the only part 
of the Ethyl Company's - I have reduced my views about the 


importance of the Ethyl Company in this Province to those 
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things. We must have Ethyl fluid. Inciventelly; 2 23 
unfortunate that the Ethyl Corporation has withdrawn from 
Canada entirely. It has withdrawn its operations. Of 
course, the fluid will come over from wherever it comes from, 
the Atlantic Sea-board. But the company has iiscontinued 

all its offices in Canada, due, perhaps, to the war. But 

it is the licensing policy of the company that I am interested 
Gaye Now, I say that it is a barrier to the free play of 

the competitive forces that the corporation should refuse 

ite Bunyl Lavei To some jobbers and srant it to others. 
Pthink Shere™can be nothing more patent than that. “There 

is not any doubt about it that with all the millions of dollars 
the Ethyl Corporation are spending on advertisements of 

its Label that that label must have some value and when 

hr. George Mackenzie, operating the Great West Distributors, 
e eou perme ted to use his brand, his owh pevented nate, 

"Red Head™ in conjunction with the saie of his Ethyl 
Pasoline, that ie e@ barrier to the complete suecess of Mr. 
Mackenzie's Ethyl business. 1% seems to me thet it mast be 
so. It seems to me that mr. Mackenzie should be allowed to 
sell Red Head Ethyl gasoline. Dr. Frey thinks’ thew ire 
Stowe be aor e to and I think I will just give you the 
reference, because that evidence is probably fresh in your 
minds. Dr. Frey deals with that in Volume 150 at pages 
14,513 and, together with Mr. MacKénzie's cross-examination 
it goes through to page 14,528. Now, it is true, of course, 
and tr. MacKenzie in his brief suggests that Dr. Frey's view 
with respect to the extension of this privilege to the 
ordinary jobber, that that is based upon the mistaken notion 


that jobbers here blend. Now, it may be that Dr. Frey did 
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have the idea, just temporarily, becase I do not think he 

so misunderstood the operation of the jobber here, because 

he is mindful er the fact that souners here buy their gasoline 
fully blended and finished, their Ethyl gasoline from the 
PeLrinery, -00 1 em quite certain, therefore, it was a temporary 
lapse from his thoughts. But it seems to me that it makes 
Dr. Frey's point all the clearer when there is not this danger. 
Dr. Frey was putting it on the ground that the Ethyl Corpora- 
tion had to trust to the jobber to see that he blended right 
and it was being put to Dr. Frey, at least Dr. Frey was 
Suggesting it himself really without any prompting at all, 
that even though the jobber did his own blending here that 
that was not any reason why he should not still have his Ethyl 
name. But when we know that jobbers do nov blend at all, that 
Where isa HUrc anc straight discrimination, unquadivied 
discrimination by the Ethyl company in permitting the Maple 
bear revroleum Limited to sell Maple Leaf Ethyl and refusing 
the Mackenzie company, whieh is absolutely in pari delicto 
with the Maple Leaf Company. why it is just impossible to 
understand. To be very frank with the company, to be very 
Prencvand 1air tO Mr. Kaley, he just does not justify 1% 

at all. He simply says "We do not discontinue these things 

as long as the company maintains its corporate existencc." 

THE CHAIRMAN : Po you dee nothing in the Tacs 
that Mr. MacKenzie end his Red Head gasoline , is it not right 
to say that that might come out of the Mayland refinery one 
day and the Imperial the next and the B. a. the next? 

MR. FRAWLEY: That is right, and the Dthyl 
Corporation has its check right on the Mayland refinery and 
phe B. A. refinery and the Imperial refinery. 


THE CHAIRMAN: What is to prevent Mr. MacKenzie 


ies 
ee a F ; ae 4 a pn os 
7 af wpe an a a 
) “ yes oe Aoi 4 =e vist ae Y # >? a hi 
tion ‘ uf * tell ys : eh / fon 7 P 
j i = 
or ie 48 “ 
; ‘ ve a, y ot 
7 : Pee ee ee a af Lie* 
at LE ese: 7 Y | 
em Ne toe Ty, ay argo a * fed@liett Bas 
= se ” ry *, > 7 
pee i wey hk i be aw : ; 
’ 
i ‘ te i : 4% eae oy y + } ab] 
one a a - Ss 
| i : a, ee io * yp MW LA 
, F ‘ ; . 
tr rtf } 
i , 
‘ P3 aL * 
* ( roe 1 ° i; } : py; a N Lad 
¥ 
' . ie 
* = ne 
ee i . 1G > F | oe! 4 ; 
ra . sh “a 
: R : ee Oa =a $ 
ae ant te . “rn i 
as % Ng 
Le 
. ae! 
5 Agee ah % : 
f 2 pearant ty i ¢ 
a . ; ; i wane 
: me 
. , : r 
y a : | 
: 
Tee. 
d é if 
a j 
- a : } L \ ith 
eat < i - 
> - A Ly} t ’ 
” < ‘ " 
, , j ‘ . 
~ 
: : vedi 
‘ ay iis) yaa es, 
e } 3 
i= bi ts ; : | 
' ta oer | 1 
i A oa al diet . na 
e gf i i : 
. 
. ‘ . a 7 a > - 
{ . site 1) bp mes ‘>%, ; , 
, < v? ; 
: , F é Pte ce : ban 
‘ rT ‘ Add : na : 
me re t a eS : * ‘ Oy i 
, antes hel . i i 
Ler ee wes i hea doy nél dt sadmizing ie 
+ as 
: Bs a ie. eer ee Lan ‘ 
? 5 : \ af) So eon e ich aS : . 1 
; 7 eer ’ : , 7. ' eatin nh 7 
eu Aart at rion ot bolimid evetlorred wig ‘a 
A e) ms 
; 
: any & 
‘ i “1 . H + ae ieele i a i 5 | 
Pele eae eee: - - ‘<1. f Se a tos vy | el an y ‘ ‘ i wa ut ae) ‘okt ie rout z pA?) 
at i ie ; 4 . 
f ae 
, J } as i : i . 
| one yin rr 
4 i ‘ a ‘ ’ - A cy f wh Lae 
, 4 ; : 
; 4 Path 
P , Kk ‘ Us aie : 
‘ : j > oe 
‘ + - fe ; 
‘ 
& ; : tes : 2, 
‘ rr: he ‘3 5 e 
4 ‘, ‘5 oy i ¥ “s et ay ov ¥ 
© aa | ; § “ tS 4 ye : ary 
‘ ” PM Saale 
; : ‘cs. ee - ee 
ee ee coe Se 
. . os ai + ¥ rey ° wm lo 
; n } 
Se bs Ds n 
; ae ee 2 eae? ia altel 4 hia a "; rs e wa 
gee cl ‘As Set ene : 
: : gui aro ae _ ete A hee aad n% 
. NW dhe lin f : + J ‘ a 4ene Nae —* na gee 
| DRE eos 7 Ty ea aad , 
re cea gay 4 SINE AY Aig 
4 < y 


1.6 Sélipe 


Sica taicaa nade tht naan sine fo 


T-2 
aS) 


-17 ,573- 
le tein te ey: Wena 
from blending all three if he wanted to? 
MR. FRAWLEY: | Nothing. I say be consistent. 
There is nothing to stop the Maple Leaf Petroleum Company 
from blending. It is a separate entity. The Maple Leaf 
Company could----- 
THE CHAIRMAN: ~eny Of course, fat newer 
leaf is not avery hap»y example because we have every reason 
to think it would not be using anythin but Inperial. 
MR. FRAWLEY: That is true, and “thateteveevery 


good reason. 


THS CHAIRMAN: But I am talking about the pure 
jobber. 

MR. FRAWLEY; What is to stop anyone once youw 
leave the refinery. Take any jobber at al}, The  Ganacien 


Oil Company can blend all they Jike. Take the Canadian Oil 
Company. The check on them is at the Imperial refinery in 
Hast Calgary. The Ethyl Company knows that that gasoline, 
WHETEVEr iu SOoce;- whether it goes into Mr. Halverson 's 
marketing system or to one of the many jobbers, that it is 
genuine Ethyl gasoline. Now, it is perfectly true that the 
Canadian Oil Companies, after they get it to their Vulcan 
bulk plant, can blend it and dilute it and deteriorate it 

end all opher eras of things. So could any other jobber. 
The Ethyl Corporation are taking a considerable burden there 
and they do not attempt to justify what they have done at all 
except by saying, in the light of Mr. Mackenzie's cross- 
examination, and Ilr. MacKenzie's brief, it would make too many 
jobbers having the privilege, too many people rather with the 
privilege of using the Ethyl label. Dr. Frey rejects that 

and he is a person I suppose who should know. He said it 


does not make the slightest difference whether you have 
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15,000 Ethyl gasoline jobbers or 1,000 or whatever the 

humber he said. 

MR. COMMISSIONER LIPSET?: There is no greater reason 

with the MacKenzie Company than there is with any other 
jobber? 

MR. PRAWLEY: Theat 2s exactly at. vow, wae 
company knows there is precisely the same risk of blending, 
br Unetyis the danger. 

THE CHATRMSN: That igs not exactly their position. 
Their position is we are treating MucKeuzie like any other 
fOWDeT™. It 1S our practice and our preference to deal with 
tae! rerine?r. if there are refiners in other places in 
Canada,ali right,we do not care whether they are jobbers 

Some Dilace else or’ not. They get the business because 
they are ref-ners and we dc not just enlarge our activities 
to include jobbers. Why should we do more? 

MR. FRAWIRY: No reason in the world except 
for the suggestion IT am now making, that it is just a barrier 
Go competition. We do not want any interference of any kind 
at all with the full and free play of competition. That is 
ali LT take out of this whole Ethyl evidence. Yrenkiy, “vies 
idea I did not have at all when I entered this Inquiry. 

I now say "Let us put no bar in the way of Mr. MacKenzie 
being able to effectively assert himself in this market." 
Way? Because the more effectively he asserts himself the 
more gensitive Mr. Nolan's client becomes and Mr. Nolan's 
Client is the only person who has anything to say about 

the tank wageon price in the Alberta refineries. Now, If call 


ntion to another discrimination on the part of the Ethyl 


wv) 
ck 
@) 
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Corporation and I point to the outstanding case of the Texas 


Company . Tt has a Licence to export gasoline, "Q" gasoline 
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and Ethyl gasoline, in other words, leaded gasolines from 
tre United States into Canada, and all other such exports 

are promi bi ted. 

MR. MackKiNZIE: ‘hal alets 

MR. FRAWLHBY; As far as the Province of Alberta 
is concerned. Now, Mr. Macwenzie suggests down in Ontario 
Grovebly there is a different situation. But our Inquiry 
is confined - once or twice we thought it would have been 
hice to have ineluded the Province of Ontaric. 

MR. NOLAN: The all—-Canada picture. 

MR. FRAWLEY : And Nova Scotia, to get the all- 
Canada No. 9. But we are limited to the Province of Alberta. 
So we look to Manitoba and we find Mr. MacKenzie's clients 


have chosen----- 


THE CHATRMAN: You look to Alberta? 
MR. FRAWLEY: took to Alberta and Montana in 
this instance. Ontario and New York State is something else. 


But as far as Alberta is conserned Montana is the only 
Américan exporting point for practical purposes, so far as 
we are concerned. We find that the Texas Company enjoys 
the privilege which is denied to other exporters. Now, 

Mr. “ackenzie went to some pains in his brief to point out 

in a rather, well with a certain amount of justifiable sarcaam, 
perhaps, that Mr. sicNeill, his fellow countryman, went down 
to Montana to get some gasoline and he could not get it. 

it is quite true that Mr. McNeill could not buy his gasoline 
from the Home Cil Company in Great Falls, Montana, because 
that company did not have the privilege which the Texas 
Company had, the Texas Company at Sunburst, Montana, of 


exporting. But to complete the picture, Mr. McNeill could 
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vu; @. Frawley; Ktc: 
have gone in at Sunburst, Montana, end picked up his supplies, 
always provided, of course, he had first made a certain 
arraLgement in the City of Calgary with the Texas Company of 
Canada Limited. Now, that is just discrimination. Mr. 
Plotkins takes nis truck down to Sunburst, Montana, and fills 
it up with leaded gasoline and drives into town. He has 
the privilege to do that, having made financial arrangements 
with the Texas Company of Canada Limited. But Mr. Plotkins 
could not take that truck 10 miles further into any one of the 
other companies with Ethyl contracts, refiners with Ethyl 
SObUracvs, in the state of Montana. He is restricted entirely 
to the Texas Company. Well, - say that thet isa, pi vijewe 
Whenever you find privilege and special arrangement s made 
Wricieere not general, which are not extended to others, 1 
say that is a bar to free competition and it must ultimately 
have its effect on repressing the full play of the 
competitive forces in this Province. It he Of more 
mporteance, of course, because, ag Mr. Menke coe admits, his 
client has a monopoly, a monopoly upon the sale in this 


Province of everything but third grade gasoline. 


(rage 190577 follows.) 
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I am sure thé Commission are mindful of it but I want to 
impress on the Commigsion that Mr. MaéKenziets clients 

have a patent on gasoline, not only on the fiuid but on the 
gasoline and so one can say quite definitely and positively, 
that Mr. Mackenzie's clients have a monopoly on the sale of 
all the motor fuel in this Province except Srd Grade gasoline 
and distillates because we know that there is not any other 
gasoline, except a negligible quantity which comes into the 
south country, that is not leaded; 99%, I suppose, of all 
the leaded gasoline or of all gasoline, all the regular grade 
gasoline let us say, 70 octane and then the higher oremium 
fuels, are all bought, are all manufactured through the 
instrumentality of the contract which the refiners obtain 
ifom Mire Mackenzie*s client. Therefore, Mr. Mackenzie's 
clients have @ monopoly on the sale of gasoline itself in 
this provinese and that being so there is more reason, more 
than ordinary reason for the Commission to see to it that 
every little obstacle, if there are obstacles in the sale 

of that product, to see that any that are more than reasonable 
and proper should be eliminated. That issali i nevesto wey 
about the Bthyl corporation. 

MAJOR LIPSiTT: That means, Mr. Frawley, you do 
not suggest that the Ethyl Corporation should adhere strictly 
to their current policy of not allowing their products or 
their leaded products to be imported from outside areas, you 
Ao not suggest they should enforce strictly the rule of not 
allowing their leaded products to come into Canada from 
Montana say but rather that they should enable all the Montana 


products with Ethyl as an ingredient to come into canada on 


an equal basis. 
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dest Prewley. Kev GO, 


MR. FRAWLEY: Oh, sure, oh absolutely, as long 

as the Texas Company of Canada Limited is privileged to import, 
as long as they are able to satisfy the Dominion Department 

of Customs thet there is nothing wrong with their importations, 
then I say that that privilege should be extended to all 
persons desirous of importing from Montana from any refinery. 
MR. HARVIE: Have the others ever requested it? 
MR. FRAWLEY: T am talking again about the 
recommendation of the Commission, that it should be available; 
availability is what I am talking about, the breaking down 

of the existing barriers and if anybody comes up to the gate 

to get through the barrier, all right. 

MAJOR LIPSETT: But you do not suggest a 
recommendation that the Sthyl Corporation should maintain their 
ordinary rule and not allow any leaded products to come into 
this Province fiom Montana? 

MR. FRAWLEY: No, I say let the fthyl Corporation 
permit anyone in Montana that wants to export leaded products 


into this Province, do so. Do I make myself clear? 


MAJOR LIPSETT: Yese 

THE CHAIRMAN: I do not know. 

MR. FRAWLEY: Perhaps I do not, 

MAJOR LIP SuTTs Regardless of the effect on the 


Turner Valley producer? 

MR. PRAWLIY: that is something else and I am 
not discussing that at the moment at all. I say that the 
Texas Company brings in large quantities of leaded gasoline --- 
MAJOR LIPSETT: Yes. 

MR. AW LAY ¢ All right, why should the Texas 


Company be the only persons privileged to bring in leaded 
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gasoline from Montana. IP Tois. coing to come. im ay ais 


then why not have freedom of competition, 


MATOR LIPSETT: Everybody. 
MR. FRAWLSY: In that Montana gasoline. 
MAJOR LIPSETT: You are really not expressing any 


OO2NLON Upon tie wropriety of shutting it all off. 

MR. FRAWLSY: Yo, Ll am stopping there because 
very simply what is the use of shutting it all off when the 
Texas Company is allowed to bring it in, That 1evelVe 


Now that is all I have to say 


O 


about the Texas Company. I say those are bars to the free 
play of compygtition and what the suggestion of the Texas 
company is, I mean the suggesttion of the thyl Corporaticn 
rather, that after all the Texas Company of Canada was a 
Canadian Company and they had more control and so on. it 
seems to me that that put up something rather unreal because 
all that means is that the Big West, - well the Big Wesi is 
not using an Ethyl contract but the Home C:l Company in 
Great Falls or the Socony Vacuum Company of Cutbank or 
wheréver they are obtaining it, ~ could simpiy come acrcss 
into Coutts, incorporate an Alberta Company and just go 
through the motions of making a Canadian importation and 
then presumably the Ethyl Corporation would then permit 
them to export to their Alberta subsidiaries. it seems 
to me that, facing the realities of the situation, there 


is en unwarrented discrimination in favor of the fthyl 


Corporation in Sunburst and against all other Montana refineries 


which is ---- 


MR. COTTLE: You mean the Texas Corporation. 


MR. FRAWLEY: The Texas Corporation at Sunburst 
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and against the other refineries in Northern Montana. 

Now the next thing I want to 
discuss is the posting of wholesale prices --- 
MAJOR LIPSETT: Now so far as the Ethyl Corporation 
is concerned, you just make the two points, discrimination as 
between two sets of jobbers --- 
MR. FRAWLEY: Yes. 
MAJOR LIPSETT: And secondly, discrimination in 
favor of the Texas Company of Canada as against other refineries 
in Montana? 
MR. FRAWLEY: That is right, those are the two 
points. 

Now it seems to me that some good 
might come from posting wholesale prices, Now this is one 
of the items, Mr. Chairman, where it is questionable whether 
it fits in here in what I am now discussing or perhaps fits 
in better in a further memorandum which I have dealing with 
what I call “Collateral Marketing Matters" but I might as 
well discuss it now and be finished with it. 

It was suggested in evidence by 
Dr. Frey that it might be well to post service station prices, 
In fact I think he was quite of that opinion, that he thought 
that it would do some good, to post service station prices, 
Now if that is so then it might be well to post warehouse 
prices, wholesale prices in the country. COecouree =.= 
THE CHAI RAVAN: He qualified thet a iot, 
Mr. Frawley, you remember he spoke first of price, if you are 
going to have a posted price you must have it for a period 


of time. 


-« 


i 
4 


3 - 17,581 - 
i, cv. “ravley, K. ¢. 


MR, FRAWLEY: Oh, yes. 
THI CHAIRMAN: | Otherwise they would keep posting 
it as fast as they wanted to make a contract. 
MR. FRAWL3Y: Yes, whatever he said about the 
desirability, about the wisdom of posting prices at the 
service station, I merely suggest there seems to be no 
reason why prices should not also be posted at the warehouse. 
Now you may say, “Well, they are”, Well Mr. Stevens, the 
Imperial Oil and the other companies too, issue from time 
to time price lists showing the posted tank wagon prices at 
each point so that to all intents and purposes there are 
postings but what I suggest, and 1 say now it actually takes 
me out of this discussion into another point altogether and 
I may as well dispose of it now, 1 suggest that there be two 
price postings eat the wholesale points, that the postings 
should show these things, the laid-in cost of the wholesaler. 
Now I take that from Dr. Frey. He says that the service 
station should issue a posting, and should show the laid-in 
cost to the service station and then it shoulda show the 
selling price, then it should show the taxes, that is what 
Dr. Frey suggested at the service station, there should be 
a triple posting at the service station, three prices, in 
other words the leid-in cost and if he is a 100% dealer, 
that shows, and then the next price is the selling price 
exclusive of tax and then the third price is the total price 
including tax, end so it is simple to show the tax and then 
your selling price and the price you pay. the selling price 
is the addition of the two. 
THR CHAIRMAN: The first is the laid-in cost. 
MR. FRAWLSY: The laid-in service station cost, 


yes, 15 cents in Calgary, the posting in Calgery, Mr. Chairman, 
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would be the 15 cents, - 

MAJOR LIPSZTT: LS Or 6 

MR. FRAWL3Y: Yes, whichever it would be, that 

is, true.,..15,0r 16 cents. Then add 44 cents to that, 194 cents; 
then add 7 to that and the total price is 264 cents; now that 
is what would. be posted on the pump in Calgary; 15, 4.5, 194, 

7 cents for tax, 26% cents. Now just how much should actually 
go on the ticket is a question but Dr. Frey's point was he 
wanted the retailer to show his laid-in cost, so then the 
consumer could judge for himself. 

Iwas going to say something about 
that a little later when I am talking about the retail margin 
but I am taking that suggestion of Dr. Frey's now for the 
retail service station and I am taking it out into the country 
point. Wow I say that the postings should show the laid-in 
cost of the wholesaler, take for instance, take Edmonton for 
instance, that would be 12.72 cents, that is the laid-in cost 
of the wholesaler, then there should be the wholesaler's 
posted price delivered to farmers which would be 18.9 cents; 
that is his present posted price dclivered to farmers. 

Then it would show thirdly the 
wholesaler's posted price to the farmer f.o.b. the warehouse 


which would be 17.9 centad. 


Then it would show the wholesaler's 
tank wagon price delivered to dealers 17.9 cents and the gasoline 


tax to each class of purchaser. 

| Now that involves, of course, 
another subject ani that is that there should be available 
to farmers a cent off, to those who desire to come and get 


their products, a cent off and I am comforted by the British 
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American Company's evidence in that regard and what Mr. Harvie 
says at Volume "147", page 16,570, lir, Harvie says, quoting 
again from Mr. Miller, quoting from Volume "99", Enge 11,146, 
and you find it in itr. Harvie's summing up in Volume "147", 
Page 16,370. 
THE CHATRMAN: Where is Miller? 
MR. FRAWL3Y: Miller is Volume "99", Page 11,143 
and I will read from Mr. Milley, which is ‘nore satisfactory, 
"Mr, itiller was asked to file" 
This is probably Mr. Harvie's examination: 
4 Mr. Miller was asked to file on behalf of the 
Company a considered view as to the policy of 
" sélling to farmers at an f.0o.b. Warehouse price? 
"a Our view is that it would be more satisfactory to 
M4 have one price f.0,.b. warehouse for farm deliveries, 
Mu providing the suthority or government agency would 
a enforce compulsory elimination of free delivery; 
we in the event of this not being possible, two prices, 
mt one for delivery and the other f.o.b. our warehouse 
7 may be advisable and it is our intention to establish 
, same in the future notwithstanding the probability 
" of increased costs on individual deliveries; in 
. other words, I am afraid that, while deliverjes are 
" getting smaller to the farmer each year, thet is the 
” capacity, the total gallonage delivered to each 
i: jndividual farmer is getting smaller, there is 
wf more by f.0.b. the warehouse; in other words, a 
wy larger percentage f.o.b. the warehouse and the other 
" balance wanting delivery in certain seasons of the 


4 year, means possibly added costs on those delivery 
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"charges either to ourselves or to our agents 

"inasmuch as they have to maintain equipment and 

" suffer depreciation on equipment whether it is 

HS Sed or not, 
That is all that Mr. ifiller said on that and he went on 
to something else, that is his complete statement there on 
that day at any event. I simply call attention to that 
and I suggest that there need be no alarm if British 
American Oil Company with the large gallonage which it has, 
is ready and willing now to encourage this system of giving 
the farmer the privilege of coming for his goods and getting 
a cent off and then if he does not want, if he wants delivery, 
pay the cent more; that that is something that cannot be 
ignored, something in my respectful submission which the 
Commission should give consideration to. 
TH CHAIRMAN: Is thet sound? 
MR. FRAWLEY: Oh, well, there is another side 
to this too, of course. Mr. Helverson says, "You will not 
be able to do it" and Dr. Frey says it too. Dr. Frey points 
out you might have in the busy seasons of the year a break- 
down. You will find that the agent cannot do this at all, 
the agent needs that business. Oh, I do not want to leave 
the Commission with any impression, - in fact I have some 
notes on that when I come to dealing with it separately. 
I was only dealing with it here.on the advisability of posting, 
I should have put theses two items together, - the posting of 
the bulk prices and the free delivery problem itself and I 
have something to call your att wntion to there --- 
MAJOR LIPSETT: Mr. Halverson, I think, said it 


had been tried out in Saskatchewan, Mr. Frawley. 
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MR, FRAWLGY: Oh, yes, oh, sure, it just may 
be thet one class must pay for the other class. I may be a 
farmer with a pretty well established routine in hie business ---- 
TH: CHAIRMAN : They say it just disrupts the 

whole thing. The man who cannot afford a truck, he is just 
serving people who are away off, those who are close in come 
in and get the advantage of the cent. 

MR. FRAWLZY: That is right. It is just one 

more thing intervening, interposed, one more difficulty, one 
more obstacle. Now if thet is the economics of Alberta, 

the agricultural economics of Alberta which makes it so, all 
right, we will tell the people and then they will know but 
a% is proetuey. bad, 1 say it, is pretty bad, it is bad for the 
farmer who is operating his business and who is not sitting 
down and who has the facilities for operating his farm, 
but then there is the poor marginal farmer who has no truck, 
Mesinoinine but Ge team of horses ---- 

MR. HARVIG: Then he will not need gasoline, 
MR. FRAWLEY: Even if he has only a team of 
horses he may have a tractor. 

MR. HARVIE: It is a hayrack he wants. 

MR. FRAWLEY: He may have a tractor though, 

I have recovered myself nicely there. 

MAJOR LIPSETI: You mean he has only a team of 
horses to go and get the gasoline. 

MR. .FRAW Lay: Yes, indeed, but he may have a 
little Fordson tractor on his farm and he just sit® there 
and he has no other way of getting it except at the expense 

of the Imperial oil Company. T say at the expense, he pays 


a cent it is true, but he may be away off over bad roads to 
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get to him, well that may be our economics, that may be our 

economics, the man who is five miles from town and who has 

a truck with which to come and get it, to come and get his 

goods, he has to keep paying the same price then although he 

goes to the warehouse and gets it as Mr, Farmer, es Mr. Marginal 

Farmer away out on the outskirts of the delivery area, 15 miles. 
Now before I leave this subject 

though, do not let me forget to call the attention of the 

Commission to the fact that we have evidence here that what 

I am suggesting be done is Yeing done, is being done now and 

every day and all that the supplying companies say about it is, 

"Well we don't know anything about it officially. If it is 

being done the agent is doing it and he is operating it out 

of his spread.” We are told that farmers do come in and 

get their goods st the warehouse and they simply put it up 

to the agent, “Now why should I pay you this full posted tank 

wagon price when I am delivering, when I am taking it away 

myself", because you see then you get to the ridiculous 

situation which I think I put to one of the witnesses, 

that a farmer on his way home with an empty truck can say 

to the Imperial Oil agent, “Bring me out a couple of barrels 

of gasoline tomorrow. and go on his way home. which is an 

absurdity, thet is just a wasteful, ~senseless operation 

but they can do that and I say they would do that and then 

the agent comes to terms, ad says, “Put it on that empty 

truck of yours and I will give you a cent off", that is 

what is happening. 

THE CH ATRMAN: You have heard what the represent- 

atives of the farmers have had to say @dout this abolition 


of this delivery? 
MR. FRAWLEY: Oh, yes, Mr. Averege Farmer has 
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to be looked after. They say, "Carry on as we are”, Well 
that is fine, that is fine, we just carry on as we are and we 
do not do much about the price of gasoline, 

MR. NOLAN: Yes, we do, we have changed it 
twice since this Commission started, 

MR. FRAWLEY: Yes, that is something, just 

keep the Commission sitting, but that is a rether exper sive 


undertaking. 


MR. NOLAN: The economie forces are still 
workinge 

MR. FRAWLEY: They only work while the Commission 
works. 

MR. HARVIE: They did pretty well, ‘four changes 


before then, 

MAJOR LIPSETT: is that one of the cases where 
competition might do all you have in view. The question 

of these secret rebates, I do not say that in an offensive 
way, given by the gents, to the farmer who takes his delivery 
and in the second place you have the British American picture 
of what they are doing to bring the gasoline closer, the 
Wholesaler closer to the farmer. 

MR. FRAWLEY: Yes, I will have something to say 
about price concessions. Price concessions are one thing, 
Individual arrangements are one thing. Tank wagon reductions 
over the whole area are another thing and then in what way 
does the consumer out there benefit and that is my point, 

you can have a whole series of price concessions and that 

does not do any good to the general consumer and that is why 

{ say these figures that I want to give you oD how Lone 1% 


took to reflect that change, to show you how long the swing 
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W@Se I did not think it would be anything but an expression 
until ir. Cottle worked it out for me but now I think it is 
interesting to put these figures before you and I will do that 
later. 
But the last thing I have to 
discuss of these things which have tm be encouraged besause 
of the effect they may be expected to have on the price 
leader is the encouragement of co-operative marketing agencies. 
MAJ 4R LIPS&ETT: a22u have done the fifth point when 
you were doing the first one. 
MR. FRAWLEY: Yes, Mr. Commissioner, that is true. 
Now a co-operative marketing 
agency provides: healthy competition for the price leader. 
The profits of the co-operative operation are distributed 
as dividends upon a patronage basis and therefore, in the 
net result, insofar as the price leader is concerned, 
essentially works out as a prices concession to the consumer. 
It, therefore, must be dealt with by the price leader in the 


same manner as any other ---- 


THE CHAIRMAN: To a class of consumers. 
MR. FRAWLEY: Well yes, to the farmer. 
THE CHAIRMAN: That belongs to that co-operative. 
MR. FRAWLEY: Yes, and it may be a city” co-oper 


operative too but that is the point, it is a price concession. 
It therefore must be dealt with by the price leader in the 
same manner as any other price concession by a marketing 
competitor, that is, by price concessions which, when they 
become sufficiently widespread, result in a general tank 
wagon reduction, A price concession is only given to 


classes in the first instance, that is by price concessions, 
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that is the way the price leader deals with it and when they 
become sufficiently widespread they result in a general tank 
wagon reduction; those are the steps whereby the ultimate 
relief goes to the consumer. We see again when Mr. Halverson 
offers a concession of a cent in an area, when he perhans meets 
competition with a price concession in that area, that does not 
do any good to anybody except the people in that area. 

THE CHAIRMAN: It does rot do good to anybody 


except the people in that company? 


MR. FRAWLEY: The co-operative. 
THE CHATRMAN: Yese 
MR. FRAWLGY: Yes, but it is a price concession 


in an area or in @ group. You see if through the operations 

of Mr. Priestley's company, the people who buy from Mr. Priestley 
in the net result are getting a price concession through 

Mr. Priestley, Mr. Halverson will first meet that at those 

points where Mr. Priestley operates, by a price concession 
because you see ---- 

MR. HARVIRF: Just the members of the co-operative. 
MR. FRAWLEY: Well, as Mr. cottle suggest to me, 
that is how the co-operative grows. Bigs Farmer Jones sitting 
down beside Farmer Smith sees Farmer Smith getting in 

the net result, paying less in the net result for his petroleum 
products, the first farmer, if he has any sense, is 2Oine 70 

get in, he is going to do whatever is necessary to participate 

in these lower prices and as the co-operative grows the price 
concession can only be adequately dealt with by a price, by a4 


tank wagon reduction and that is all I have to say, that again 


provides competition. 
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THS CHAIRMAN: You say the consumers should 
combine? 
MR. FRAWL3Y: Yes, yes, for the effect they 


have upon the general tank wagon price and that is all I 
am interested in. They get the price for themselves, I 
am not interested specially, except as a group, if they wait 
to serve their interests, well they form a co-operative, that 
is in the one area in the province and that probably spreads 
into other areas and as I said the public generally get no 
benefit until Mr. Halverson drops the tank wagon all over 
Alberta. 

Now it is the steps which lead 
up to that that are interesting and need encouragement and 
what I say is, “encourage anything, encourage anything which 
will legitimately assert itself on Mr, Halverson's mind 
sufficiently to induce him to luwer the tank wagon price.” 
MAJOR LIPSSTT: How do these co-operatives grow 
in that sense? can new members come in by paying a subscription 
or putting up some capital? 
MR. FRAWLEY: I think perhaps they buy a share. 
I do not know what the mechanism of all of them is but the 
usual thing, as I understand, is they buy a share, 
MAJOR LIPSSTT: I was wondering from .what Mr. Cottle 
said to you or what you said as to what he had told you, did 
he mean that new co-operatives sprung up or whether he meant 
the original co-operative would expand itself. 
MR. FRAWLSY: I think both. The Orieinie Teo 
operative would grow and new co-operatives would be encouraged 
to be formed and I have just one more word ---- 


MAJOR LIPSSrTs It needs some capital to start. 
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MR. FRAWLEY} Yes, I think that is how it works. 

t have a few more words and I am 
finished with this. 

Accordingly in our submission 
co-operative agencies both refining and marketing, should be 
encouraged. It should be the concern of the licensing 
authorities to see that no obstacles are placed in the way of 
the growth of wisely managed and economically operated organiz- 
ations of this kind, which not only directly advantage their 
own consumers but by the very nature of their operation, 
constitute a real threat to the price leader's gallonase, and 
so, indirectly advantage the general body of consurers. 

Now that concludes what I have 
to say on this one phase of the argument, 

MAJOR LIPSETT: Are you going to say anything in 
particular about co-operative refining? 

MR. FRAWL#Y: No, because at one stage I had 
intended to bring from Regina a man who is refining there on 
a co-operative basis but time got short. We thought we were 
going to finish at that time in a ccuple of weeks and we did 
not bring him. 


THE CHAIRMAN: We will now adjourn. 


( The Inquiry was here adjourned to be resumed at 2.00 P. M. } 
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MR. FRAWLEY: Now I want to discuss 
sight matters that I call collateral marketing matters. 
They are as follows:- 
THE CHATRMAN: Collateral marketing? 
MR. FRA‘. LEY: Collateral marketing 
matters, I call them because they do not seem to fit in 
in any other place. 
ise Barrels. 
ae Free delivery, so called. 
Be Gonsumer accounts. Properly called Com- 
mereial Consumer Accounts. 
4 Montana Imports and Southern Alberta. 
Do Standards. 
64 A composite sort of item, retail margins 
and doubtful retail marketing practices. 
Or it really can be called Retail Margins 
and Allied Subjects. Perhaps that is a 
better topic, Retail Margins and Allied 
Subjects. 
Ne Jobbers. 


8. Serviee stetion absorption. 


Now first Barrels. I 
must say at once that we subscribe to Dr. Frey's views on 
this subject. Volume 133 at Page 14,896 Dr. Frey deals 
With it, and if you -will also make a note of 14,900 and 
90L. Now at Page 14.896. 

" MWR. FRA VLEY; What 2 your view, 


n Dr. Frey,leaving that, as to whether or not 
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the farmers of Alberta or any other kind 

of consumer purchasing in drums should be 

given the drums free? 

You mean the serviee of the drums? 

I mean the drums first. I would like them 

to get the gasoline free perhaps. 

It seems to me it would be asking a groat deal 
to have the oil companies give drums to the 
farmers froe and yet really that is essentially 
Wnat they have done. 

They have really given them to them free? 

Yes. 

Yes, now what do yov think about that? Is 

that a vicious practices or a good one? 

From the looks of things they could not escape it 
but as a genmerel principle I would not went to 
enunciate that oil companies should give farmers 


drums free, nor any other customer drums free." 


Then at Page 14,900, 


MR. FRAWLEY: “hy did you Say a@ moment 
ago, Dr. Frey, that the practice was inescapabls 
here, the manner that the froe barrel came about? 
I think it came about here by reason of the fact 
that very few of the country points do business 
enough to justify exclusive dealers in petroleum 
products and that the merchant here is qa mixed 
merchant, He may be an elevstor man, a hardware 
man, an implement man or any one of a number of 
other things or he may sell life insurance, firo 


insurance and many other things and incidentally 
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t carries on this business of distributing 
wf petroleum products and his tank truek would 
v be worthless except for the purpose of the 
" delivery of these petrolam products, so 
" he really is making the truck do more than 
" serve aS to one industry in his operation 
wy and it seems to me that in the less populous 
" areas in the province, that we must continue 
" to expect that type of service until the road 
" conditions and the density of population 
ui advances to the point where it would justify 
a Cutting esse.” 
cutting Out perhaps - 
nm the tank truck operation. You see your density 


Frey 


y of pOpulation here, as I recall, is about 2.75. 


‘ Our density of population in Iowa is, if I 


u YG6eatl it 42, so that you really have a different 


"i problem here. " 


Nov at Page 14,903, Dr. 


says. ‘Jell he is questioned by the Chairman. 

"q TH CHAIRMAN: Before you leave barrels, 
ut please, Mr- Frawley; Dr.frey, you know something 
ug of our dunsity of population now and you have 

yy learned a very great deal about the situation 
here in Alberta on your two visits, would you 

ii say that we had passed the point or stage, the 

i pioneer stage, and that the farmers should 

ui buy their barrels or not’? 


ups I would like to divide the question into two 


| parts and first state that Alberta is still 
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A frontier. It is one of the few frontiers still 

" left in the Americas, in North America, and the 
g _hext thing that I woutd like tc state is that it 
B strikes me as a general principle, and not as g 

i consequence of the first statement, but that the 
i farmer should supply the equipment that he needs 
4 to earry on his work and part of that equipment 

4 is storage for gasoline. Now’ then I make that 


H as a general statement knowing no solution for 


, dealing with the situation. The farmer must have 
" the drums. He must have the gasoline, if he is 
" to continue power farming, but just how this 


y peculiar Situation would work out as between 

" companies that never contributed any barrels and 
m companies that have contributed many barrels and 
fermers who have bought barrels and farmers who 

UL have not bought barrels, it seems to me it is a 

" puzzle to know how it will work out. 

ne I am speaking of the future. Perhaps the 


i companies that have furnished barrels cannot 


Au collect them beck,but I mean starting as from 

ut today, from September ist, as from seratch, 

i it is true the farmer cannot carry on business 

" without containers for his gasoline? 

vs Vase 

"Q Equally he cannot use the gasoline unless he has 
tractors? 


NA That is right. 
ee) But he is not given the tractors? 
NA No » 


ie Now why should he be given the gasoline containers? 
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by I do not, I cannot really subscribe to the idea 


i that he should be given the contsiners. MTheoretisally 
g they were loamed and perhaps when there were fewer 
i competitiars here, the companies that did that may 


e have thought they were justified in that they got the 


ui drum back and no one alse got the business but from 
m what I have learned herd, there has been a very, 

u véry great deal of difference in the contribution 

‘ of drums to the main cause. 

" THH CHAIRMAN: YS. n 


Now them at Page 14,904.... 
THE CHAIR MN: In effect he says hs has 
no solution. 
MR. FRALEY: No solution at all. 
THE CHAIRMAN: But as a generel 
principle they should not have then’ 
MR. FRAWLEY: They should not have 
them but you know the oil companiss are, I think, really 
trying to do Something. It is not new evidence at all 
but I only heard yesterday - it may be ne, perhaps it is 
not new at all - they make a real attempt and they do 
charge contractors. You see there is quite a lot af 
gasoline sold in the summer time to road contractors 
all over the Provinee, and they do charge out to road 
contractors at 8.00 per barrel 
THE CHAIRMAN: However the past may 
take care of itself, have you any reason to think theoil com- 
penies should continue to supply drums free? 
MR. FRALEY: As they are doing now? 
THE CHAIRMAN: Yes? 
MR. FRAWLEY: Well, I am just like 
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Dr. Frey. Dr. Frey seems to think it must continue because 
of the situation of the new oil company coming along. I 
am not going to advocate what the Commission here should 
recommend..ee.. 

THE CHAIRMAN: Now do you get that 

from Dr. Frey's evidence? I did not. I got from his 
evidence that in a measure you are still a frontior but 
the farmer should supply his own equipment. With regard 


to the Situation as it is, it is just a puzzle. 


MR «NOLAN: I think, Mr. Chairman, 
Dr. Frey really means that it is an undesirable practice. 
He says "I think it undesirable for an oil company to 
give any kind of equipment, including drums free." That 
is in Volume 133 at Page 14,897. That is the substancsa 
of it. 
MR. FRAWLEY: Yes. The next question 
J did not read was. 

ae What is the practice in the Unitad States 

us of America? 


MA It has been abandoned so many years except in 


" very inaccessible areas that it hardly counts 

M with us at all. Except in the instamces which 
¥ I cited either in the remote places in the 

q mountains or in those fishing caches up along 

ik our Alaska coast. ve 


It seems a shame to 
compare @ proSpurous place like the Province of Alberta with 
these places alongside the mountains and the Alaska coast. 

L 


u I think it is undesirable for an oil company to 


" give any kind of equipment, including drums, froe. 
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" I do not think that oil companies should 
t equip a commercial consumer with tanks and 


y pumps. 1 


And they do you know. 


That is certainly too bad. 


1 I do not think they should equip their dealers 
" with tanks and pumps and air compressors and 


i alt Gherwrest. of it free. u 


MR. NOLAN: The Chairman's point is 
in principle he is against that. 
THE CHAIRMAN: Yes. He has not taken 


hold of the local situation and said "Now this is what I 


would do." ‘we tried to start himas of September Ist in 
Alberta. 
MR. FRAWLSY: Mr. Halvorsen, if he 


means what he vays, and I am sure he does —- he is going to 
do something about it. He is going to stop buying any 

new barrels. 

THE CHAIRMAN: And I understand the 
Bef-, are too. They are against buying and giving away 
Barrels and they have a very great investment in it. 

MR, PRAVLEY: And Mr. Pootk ihs 


says he does not have to buy barrels. 


THE CHAIR MAN: True. He uses the 
others. 
MR. FRAVLEY: Yes,he uses Mr. Nolan's 


barrels. It is a very diffieult thing. You will probably 
understand mo when I say I am not going to publicly urge 


that at and from 12 o'elock noon, beginning the first day 
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of Februery,say, thera shall be no more barrels furnished 
to farmers. 

MR. HARVIE: Why not say if that 
should be the practice. If that is the proper practice why 
not say so. 

MR. FRAWLSY: Iwill say that when the 
prices of gasoline goes down so that the farmer can afford 
to pay for his barrels and buy his gasoline too. That is my 
answer. You do something with the price of gasoline and J 
will talk barrels to you. However, seriously, Mr. Chairman 

and Mr.Commissioner, there seems to have boon a situation 
grow up in the Province dus to this desire to get business 
years ago which has brought this upon the companies themselves. 
And now competition keeps them at it. My only objection to 
iv 1S that it adds to the cost. But it adds very little to 
the cost of the price leader, whose costs we have been so 
closely analyzing, because he has depreciated his barrels 
down so far that it does not bulk very large. It is a 
very small item in Mr. Halvorsen's marketing costs fortun- 
ately. Did you figure out to a decimal point per gallon 
or anything of that sort what it cost? 

MR. COTTiu No. His barrels were 
depreciated to ©17,000.00. 

MWR. NOLAN: ~L9,000.00. 

WR. COTTLE: . As at December lst, 
1938, and perhaps by nov they are written off the books 
entirely. 

MR. PRA LEY: Yes, 8o it does not 
figure as a cost. In our market breakdown haven't we 

got that..... 

MR. COTTLE: The cost there is 
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Jo J. Frawley, K.C. 


largely painting and repairing of barrels. 

THE CHAI RIAN: Can you conveniently 
point to Mr. Halvorsen's evidence at this point while I 
have it tied up with your diseussion? Mr. Halvorsen and 
Mr. Miller both spoke on barrels. If you will give me the 
pages I think I have a pretty good memory of what they 
both said. 


MR. NOLAI: I have it, Siz. 

THE CHAIRMAN: In your brist? 
MR.NOLSW: Yese 

MR. FRAWLBY: It is referred to under 


drums. Page 81 of Mr. Nolan's brief is Mr. Halvorsen. He 


has seven refereneées to Mr. Halvorsen. 


THB CHAIRMAN: Page 81 of Mr. Nolan's 
brief? 

MR. FRALEY: Page 81 of Mr. Nolan's 
brief. 

THE CHAORMAN: Now Mr. Miller's. 

MR. FRAVLSY: Mr. Miller is probably 


referred to in that. 

MR. NOLAN: I did not refer to Mr. 
Miller but I referred to all of the other gentlemen. 

MRe FRA LBY: Mr. Nolan refers not 
only to Mr. Halvorsen but to Mr. Clayton of the North 
Star and Mr, Priestley of the U.F.aA-, and lire Beamish of 
the Caned jan Oil Company, Mr. Doherty of the Union and 
Dr. Frey and that is all. 

THE CHAIR MSN: You have ir. Milier, 
Mr. Harvie? 

MR. HARVIG: He deals with it in 


Volume 93 at Page 10,597 and 8. 
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MR. FRALEY: Now, Mr. Chairnan, 
passing to the so-called free deliverias. Dr. Frey, 
I would like to ¢all your attention to whet he says in 


Volume 133 at Pages 14,908. That is the first reference. 


He says:- 
Ae Well speaking from the point of view of the 
i" Company, is it not immaterial to the company 
x whether the commission agent delivers to the 
My farmer or whether he delivers to the dealer, 
H for the reason that the compa y nets back the 


" same amount of money from each transaction? " 


You will recall that 
from the evidence the eompany does net back the same 
whether it is sold to a farmer or sold to a dealer. 

He seys yes, the 


colipmy nets beck the same amount in either case. 


"® So that from the point of view of the company 
u it is immaterial whether the delivery is made 
i: to the farmer or not, and therefore, from the 
" point of view of the company, the delivery 

y cannot properly be termed"free", is that not 
% a reasonable conclusion? 


oe I think that is reasonable. 


In Volume 125 Dr. Frey 
refers to it again. At page 15,078. 
THE CHALRMAN: That was Page 14,908?? 
MR. FRAULEY: | That was Page 14,908 
in VYolume.135. ‘This is Volume 135, ‘Page 15,078. There 
is this interesting discussion about mr. Miller, where 


Mr. Miller indicates how close he is getting to this 
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question of charging for delivery. There Dr. Frey says:- 


On: 
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The thing does not revolve around the farmer 

So much as it revolves around the commission 
agent. The farmer, as [I understand it, pays 
the same price whether he takes the delivery 

or whether he does not. Now if he wants 
delivery he gets it. Now the position of the 
commission agent is different as I understand 
it, because, according to Mr. Miller, he fails 
to gst a cent and a guarter if he does not make 
delivery. I do not believe that is true with 
the Imperial, is it, he gets the 2 eents from 
the Imperial, does he not, whether he makes the 
delivery or not? 


MR. McGRATH: Yes, that is aie niet! 


And thon Dr. Frey goes 


Now then the other thing which goes along with 
it, Mr. Plotkins, is the problem of the assess- 
ment of costs on the total amount of business 
and that is if the commission agents were not 
in a position to make delivery to farmers and 
consequently get the cent or gent and a quarter 
more than the delivery to the service station, 
can he afford to maintain equipment to make 
deliveriss to service stations at 1 cent; 

you see that is the reason i am not coming out 
and going right along with you on that, because 
after all do we know just as to how to assess 
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That is just really all 

of that. There is further diseussion apout it as to the 

digtinetion between the British aAmerican and the Imperial. 
The Imperial pays 4 cents commission to the agent whether 
the delivery is made to the farmer or at the warehouse door. 
On the contrary, the British §merican does not pay the full 
2+ cents to the agent when the delivery is made at the 
warehouse door. The commission then is, as I understand, 
leont and only 2% cents when he actually makes the delivery. 


So that. it is very easy to say this..... 


THE CHAIRMAN: But the Imperial? 
MR. FR&VLBY: The Imperial pays 2 


cents just the same whether it is at the warehouse door 

or on the farm. The Imperial agent gets 2 eents. 

THE CHSIRMIN: There is a difference of 
a ouarter of gq cent? 

MR. FRAWLEY: More than that. 

THE CHAIRMAN: Where they do make delivery 
doses the B.A.,pay one-quarter of a cent more? 

MR. FRAWLEY: Oh yes, the British 
American pays one-quarter of a cent commission more than 
the Imperial does on farmer deliveries. When the farmer 
comes to the British American door in the village then 

the farmer pays the same price es I understand it, as if he 
had got delivery on the farm, but the agent is treated 
differently. The agent instead of getting his 2% cents 
commission #=s he would if he made delivery on the farm, 

he getS..-ece 

MR. COTTLE: Only 1 cent. In other 
words the British American agent only gets 1g cents when 


he go tually makes a physical delivery. 
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THE OHA IRMA: He is getting 14 cents | 


for making the delivery? 

MRs GOTTLE: Yes, and the Imperial 
agent as I undérstand it, gcts 1 cent whether he makes the 
delivery or note So long as he gets the full posted tank 
waggon prie¢ee for the product. 

MR. FRAVJLEY! Now in view of that 
situation and the desirability of d¢ndeavouring to get a 
lower prices on the farm, consistent always tyith not wrécking 
this marketing system, my submission is that the company 
should post two prices on the warehouse door. A posted 

tank waggon price which should be charged and collected 
when the delivery is made on the farm, and a posted tank 
waggon prices lesg 1 cent when dolivery is made floeDy, 
warehouse. Now there are two or thrés more references I 
want to give you. Volume 99, Pagdec.eue 

THE CHAIRMEN: Is that what you are 
advocating in effect, Mr. Miller's system? 

WR. FR /LEY: Yes, because 1 am 

going to refer to Mr. Miller now. 

MR. NOLAN: Undcr the British American 
system the company ZetSeoeae 

MR. FRAWLIY: Yes, I will explain that. 
Mr. Miller charges the same, he treats the farmer the samo. 
THE CHAIR MGN:. The farmer gets the 

ban efit ofe cee oe 

MR. FRAWLEY:. Mr. Miller stops half- 
way as faras my submission is concerned.. 

THE CHAIRMAN: Mr. Miller gets the benefit 
of what would be a delivery charge if made by his agent? 


MR. FRA‘VLA&Y:: Yes. Mr. Miller puts that 
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in his pocket. I say give it to the farmer. If you are 
going to take it off the commission agent you jolly well 
give it to the farmer. Do not put it in your own pocket. 
That is the difference between my submission and what Mr. 
Miller says he is doing now. Now perhaps you might set 
down there when you are taking down these references, Mr. 
Miller at Volume 99, Page 11,143. That is the part I read 
this morning. So I simply give you the volume and page, 


Volume 99, Page 11,145, He says there very plainly; 


"A Our view is that it would bs more satisfactory 

" to have one price f.o-be Warehouse for farm 

: deliveries, providing the authority or govern- 

uM ment agency would enforce compulsory elimination 


u of free delivery; in the event of this not 


UL being possible, two prices, one for delivery 
" and the other f.0.b. our warehouse may be 
" advisablo. tt 


So you sea it is fair to all attention to what we are 
saying that Mr. Miller does put the saved commission in 
his own pocket. 

THE CHAIRMAN: But that is not what 
he is now advocating? 

MR. FRALEY: He is willing to go 
further. He is willing to go as far as i am suggesting 
should be gone. He is willing to post two prices, I 
take it, Mr. Harvie will correct me. Not what is advocated 
in this reference on 11,143,that tho saved commission 
would be passed on to the farmer. That is how ho would 


leave it with two prices. 
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Now Mir. Halverson 
deals with it. 
THE CHAIRMAN ; So ih the rebult as I 


suggest, in your view it might be wise to adopt his. 


proposal. 
MRo FRAWLEY: Yes. 
THE CHALRwAN: His proposal put before 


this Commission, whatever they may have done in times 
past.» 

MRe FRAWLLY: Yes, and_if it. dees.not 
wor k tai tag do not see anything fatal about any of 
these things, if we find when that system is set up, 
with a perfectly proper desire to give the farmer some~ 
thing cheaper if he ean perform the service for him-~ 
self, that is all, as 1 heard the expression many times 
while the witnesses were on the stand, if the farmer 
performs part of the service should he not get some 
benefit; now that is all I am seeking and that is all 

I am suggesting and it seems a reasonable thing but if, 
if, for the reasons which I will point out in a momem, 
the Saskatchewan experience which was called to the 
attention of the commissioner and the other reasons, if 
it does not work out there has not been anything awful 
done. It aan be undone and the whole system will 
have to go back to the way it is today but what I am 
seeking to do i8, without doing anything rash because 
there is no sense in me asking this Commission to make 
rash recommendations but if it is found it does not 
work out, why nobody is any worse cff. If the Com~ 


mission agent cannot operate to make delivery to these 
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farmers who have te have it, these farmers who have 
to be, as it were, carsied along by the other far- 
mers that are willing to perform their own part of the 
services+~— 
THE CHAIRMAN: However there, we have 
Mr. Halverson's evidence as to that, that it is quite 
impracticable. 
Mine FRAWLEY: Yes, Volume 84, page 
9077 is I think the place, page 9677. There probably 
are other places but, yes, this is what I mean, per- 
haps I should just start reading here, well to be fair 
to Mr. Halverson perhaps I should read this at the bot- 
tom of page 9676; 

"A. But there are certain intancible ad- 

"vantages, for one thing these agents when 

"they go out with their tracks are able to 

"nick up our steel barrels, we would not 

"have nearly enough barrels today tt take 

"care of our business iff we did not have 

"these trucks because they keep the bar- 

"rels moving and they give many services 

"to the farmer besides merely delivering. 

"At the beginning of threshing, as I 

"mentioned, they pick up his wheat and 

toring that in ! 
Jow I do not know whether iir. Halverson means that 
the petroleum industry is saying for free service. 
If that is what he means that is one thing: 

"The y pick up his wheat and bring that in and 

"they supplement their own earnings' 


MR. NOLAN: He means they cannot get 
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Hiong on the one cent commission, thst is what he 

meanse 

MRe FRAWLEY: Yes. 
"And they supplement their own earnings that 
“way and they are a real accommodation to 
"the farmer as weil and by having these 
"“Grucks they are adie to use these trucks 
"for other purposes and supplement their 
"earnings and is is guéstionable if they 
"had no trucks at all, it is very question 
Yable, whether they could do business for 1 
"gent per gellcen flat. When I assumed there 

Twould be a veduction of 1/2 a cent I may 

"have been assuming too much, for even if 

"pney were not delivering te farmers they 

“would stili have tc deliver to dealers. 

"a> Well you say they would stitl have to 

"deliver to dealers? 

The I would think so. 

Oe bE Git. ia not the same kind of 

Mi stei bat ton? 

"A. No. but they would need the trucks for 

"thet though> 

"O.. Yes? . 


WA, And if they dida'tt-have a truck they could 
ri) 


"not supplement their earxings and perhaps 


"they would need more commission. It is a big 


ad 


quest ione 


a “But if you put every farmer on a cash and 


a) S 


"carry basis, make him come in and get his 
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“gasoline supplies, just the same as he 

"has to come in and get his repair parts 

MA eh g He binder when he breaks down in the 

"Fell, as he has to come in and get his 

"week's supply of groceries, couldn't you 

"Save marketing costs? 

"Ke I mentioned that theoretically we could 

"save 1/2 a cent a gallon although I doubt 

“very much if it would be that much." 
What coes iir.e Halverson mean, when he says he oan 
save a 1/2 a cent, the farmers do not demand any 
delivery cost. 
ike NOLAN: He was making an esti- 
mate of the cost of delivery. 
MR. COTTLE: Yes, dividing it by the 
total gallonage in the Province. 
Mke FRAWLEY: I know but what has that 
to do with the problem, if the farmer is willing to 
come in and take delivery at the door of all his 
gasoline requirements, couldn't the gasoline be sold 
to him at less, much less than it is now. 
wiRe COTTLI: I think what Mr- Halver- 
son had in mind is if they abolished free delivery and 
saved the lg delivery to the agents, they could lower 
the whole tank waggon structure over the whole 
Province by a half a cent a gallon. 
WRe FRAWLEY: City and country and 
everything else. 
MR. NOLAN: Yes. 
Mie FRAWLEY: Now that is what Mr. 
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5 
Halverson said at that place and then Dr. Frey deala 
with it---- 
THE CHAIRMAN: I certainly had the im- 


pression that sire Halverson goes further than just 
disapproving of this, that he says "this just cannot 
function. They cannot afford to maintain trucks by 
making deliveries to these farmers who are in the in- 


accessible places". 


MR. FRAWLEY: Does he say anything more 
than that. 
MR. NOLAN; Volume 81, I have got notes 


On thistwercy, if my brist. 

THE CHAIRMAN: Quite and Ll emenow for- 
getting your brief in the least but I would like to tie 
it around the argument as you each go along. 

MR. NOLAN: Page 9294. 

THE CHAIRMAN: It saves me later in a 
consideration of ir. Frawley's argument, it saves me 
going to yours. 

Mike FRAWLEY: This is when »re Halver~- 
son was here first in June, when he was first making 


his submission. 


THE CHAIRMAN; Yes. 

MRe FRAWLEY: He then says--+-- 
THE CHATAMAN : Volume 61? 

MR. FRAWLEY: Volume 81, page, I.,- 


would suggest page 9283-94-95 perhaps. Now we will 
just see what he says on page 9294, at the bottom of 


page 9293; 


*) 4 

=A ony pat 
se aE 
a 


: “¥ 
oe) me f 
, fale 


oe 
to ( 

Be = 
° . fe at of 
wUsest S 


Syed 
+ 
4 aes 
+ cy 


Je de Frawley, KC. 


G4 
6 


Pelee swig tars 


"It is however, our considered opinion - after 
"having gone into the matter thoroughly - that 
"the farmers demand free delivery of their 
"products. Of course, free deliveries to 
"farmers could be discontinued by legislation 
"the same as rural mail routes could be dis- 
"Continued, but we are strongly of the opinion 
"that such a policy would be viewed with dis- 
"Paver by most farmers. After all the farmer 
"is getting his products delivered at orly ly 
“over the price which applies to undivided 
"dealers who may buy from 10,000 gallons up- 
“wards in one year. Our commission agents in 
"reality are retailing to farmers in 20 gallon 
"quantities and upwards at only lg over the 
“price to undivided dealers. Our commission 


Nacent would find it impossible to make a liv- 


nr ing . tt 
THE CHALRUAN: That is it. 
FRAWLLY: ‘Our commission agent 


Pronto) findbat. impossible to make e@° Living, 
"on a commission of lg per gallon as truck 
"equipment would then be required only for 
"“Geliveries to dealers which the commission 
"acent could not afford. Besides he would be 
"deprived of the supplementary earnings thet 
"he is at present making by doing outside 
"work with his trucking equipment and is thus 
“able to carry on with a much lower commission 


"than he otherwise could." 
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Now Dre Frey deals with 
it too , of course. Then the reference to the 
Saskatchewan experiment and ur. Halverson's is Volume 
bor, pege, 1,688. 

MRe NOLAN: To page 15,3490. 

MR. FRAWLEY: And Mr. Nolen says on to 

page 15,590. Perhaps I need not read that. 

THL CHALEMAN: No. 

MK. FRAWLIY: He says: 
"We arranged a price ex warehouse to the 
“farmer of 1 cent less than the delivery price 
"and this is how it worked out in practice. 
"Those farmers who lived within 4 or 5 miles 
Yof the plant were more inclined to call for 
"their products and during the off season 
"when the farmers were not busy they would call 
Yat the plant for their products from a greater 
"distance. But during the busy season of 
inhaeathing and sowing, wha the farmer was 
"busy, he wanted a delivery sexvice. fhe 
"farmers who lived more than 5 miles away 
"wanted a delivery service. So the net re- 
"sult was that our agents became a conven- 
"ience where they were called upon to make 
enero ay service to the farmers living 8 or 
"10 or 15 miles away from the agency and 
"were deprived of the revenue of their sales to 
"farmers living closer. And they were also 
“deprived of that 2 cents commission during the 


Noff season. So that our agents came to us and 
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ang so on. 
Then Dr. Frey deals 
with it in Volume 125, page 15,099 and there Dr. 
Frey saya; 
"In fact I know of places down in Kansas 
"where elevator companies are not trying 
"to make any money on gasoline and charge 
"half a cent over their laid in cost to 
"the farmers who come in and get the 
"gasoline. Now, the jobbers in gascline, 
"or anything else as far as that is con 
"gerned, they could not get by on that. 
"But they are not merchants of petroleum 
"products- All they are is forcing a com- 
"petitive situation against certain other 
"types of elevators that they do not want 
to have gain ground in that particular area. 
"So it really is not feir competition. But 
"1G ts*simply an arbitrary figure of half a 
“cent plus and "Gome and get it". Now, I 
"think that if that rule were applied in 
"Alberta there definitely would be_periods in 
“which the consumers would be at a disadvantage 
"probably a disadvantage at the most important 
"time in the year to theme 
ier outers Lu tt two farmers living 10 
"miles away! 

Well I will read this ' 
"You take it if two farmers living 10 


"miles away each from the agent. Farmer 
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"A comes into town and gets the gasoline at 


"the tank. Farrer B telephones for about 50 


"gallons or whatever it is, to be sent out 


"to him 10 miles eway. Both pay the same 


“price? 


TAS, 


NO. 


Yes, Sire 


Porcces, 00K in thet case as Vf the 


"man who gets it sent out 10 miles away is 


“eetting something Gone without any edditional 


"charge? 

"A. Yes, it looks that way. 

"Qe ‘whether you cell it free delivery or not? 
VieeYooe lu, tnet- individuel transaction It 


"Goes look that way. It is the same thing in 


We 


store.!! 


And then we have the instance of the Hudson's Bay 


blanket... 


a oe 


I suppose,. Dr.-Frey, whatever view one takes 


"of the different questions es it xffects the 


"farmer, whether it is free delivery or not, 
"that should be kept quite distinct from the 
“other question as to whether this company pays 
“the delivery by this cent. or whether that one 
"cent that they give the agent only does a part 
"of the delivery and the agent himself pays 
Seti Ol bu. The two questions are quite cis- 
Gane ber 


"he. Yes, I feel they are quite distinct." 


And then he deals with it again on page 15,101 end I 


oh. 
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think this is helpful, page 15,101 in Volume 125: 
"MR. FRAWLEY: Do you think, Doctor 
"Frey, just following up what air. Commissioner 
"“Lipaett said, and I was going to esk you about 
"this later on and I could, of course, but it 
"seems to me, listening to what ire ifiller said, 
"we are getting pretty close to a reasonable 
"suggestion that a distinction be drawn and 
"that the Company be requested to post two 
"prices at their commission point, one for de- 
"livery to the farmer and one when the farmer 
"comes in and carries it away, a cash ané carry 
"price, Ll mean ir. Miller makes that distinction, 
"he thinks there is a different transactien when 
"the farmer does not «sk for delivery. I agree 
"it is all the same to the farmer but ir. Miiller's 
Yarrangement with his agent is a different one. 
"Ae His arrangement is different, that is true. 
"Qs That is quite true? 
"A. Yes. I think we would have to. examine the 
" nature of his arrangement in order to make 9 
"clear-cut distinction. 
"QQ. Now keeping to his arrangement then, do you 
“think it would be approaching it, if wr. Miller 
“were expected to post two prices, one a delivery 
Non the farm and the other a deiivery at the 
“warehouse? 
"”A. Well I would cay that if for any one who 


"hes arrived at the philosophy which Mr» Miller 
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"hes, that it woul’ be quite logical to distin- 
"guish; on the other hand I would say to anyone 
"who has arrived at it by the way Mr. Halverson 
"has, that it would be quite hard. 

"@- hire Halverson has adopted the principle 
“which lies in the incident you gave of the 
"person going into the Hudson's Bay and buying 
"a blanket and taking it home, that he does not 
"do any better than the men who buys a blanket 
"and asks for it to be delivered out to the 
"edge of the City? 

"As Yese 

MQ» And you say that hes to average out? 

"A. Yes, I do not sey that either one is 
“right or either one is wrong but ir. Miller 
"has @ shorter distance to go than kr. Halverson 
"in trying to draw a line between the tran- 


“sactions." 


Now that was all I think. 


MR. NOLAN: No, no, that goes right 

on from page 15,101 to 15,106. Dr. Frey discusses the 
mutuality of the situation which is hard to break and 

he also tells us that his first jump at the situation 
was that the delivery was clumsy end he thought inadequate 
and now . he has to admit that he has practically re- 
versed his position because he knows more about the 
economics of the situation. | 

MRe FRAWLLY: Yes, that is what he says 


now, that is on page 15,105, he says he has learned more. 
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Mr. NOLAN: After his first jump. 

"Q.- The agent in other words might not have 
"100% or a fair percentage of employment for 
"his trucks, if the farmer delivery business 
"was eliminated? 
"A. Yes, it seems clear that I have switched 
"eround on this point of view because my first 
"jump at the situation here was that the de- 
"livery mechanism was an extrememly clumsy and 
Yinadequate mechanism and I will have to admit 
"that I practically reversed my position on the 
“matter because I have learned more about the 
“economics of the thing and to me it just 
"seemed extremely clumsy and wasteful when I 
"came into it and I do not look at it that way 
"now because I know the function, I know more 
iNabout the function of the persons who were mak~= 
"ing delivery than Il did at the outset. It seemed 
"to me at the outset that he was a petroleum mer- 
"chant. He is not that to me now, that is 
"partly what he is and we have then the difference 
"between the straight out and out 100% merchant 


Nand a man who is in mixed merchandising." 


Mn. FRAWLEY: . And I suppose perhaps--»- 
THE CHATHWA N:. What page is that? 
MR. FRAWLLY: That page is 15,105 in 


Volume 10. 
MR. NOLAN: And it concludes on the 
next page. He comes back to the 10 farmers coming to 
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MRe FRAWLEY: Yes; page 15;106; 
"Ae So I think the same thing applies to 
"this type of delivery, the 10 farmers re- 
“ceiving delivery through one truck probably 
“are working at a great saving, instead of 
"10 farmers practically coming to town for 
WG separate deliveries." 


I think perhaps that is 


My submission is that, 
must say notwithstanding, notwithstanding what has been 
said, I see no harm in it, no harm in a recommendation 
that the thing be tried, as Mr.e Miller seems anxious 
ard willing to try it., willing anyway, and he has a 
lot of gallonage. It wculd be very interesting to see 


how it works out. Perhaps that of Wr. Miller's, that 


might be the middle course----=- 
TH CHALRMA N; I was just coing to say---- 
MRe FRAWLEY: Observe iir- Miller for 


a-owhile. 

THE CHATRMAN: watch Mr. Miller. Mr. 
Halvergon says he cannot do it. 

Mie FRAWLEY: Phat is: vight and if Nr. 
Miller makes a success of it thet Mr. Halverson will 


wake up some day and find out that he after all can do 


it. 
THE CHALRHM AN: Yes. 
MAJOK LIPSLIT: What exactly does that 


come. to, Mr. Frawley, in the way of a concrete suggestion, 
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does it wenote some price-fixing body which will see 
that there will be a teht off the pride to farmers 

who come ant take delivery, or a cent and a quarter, 
whatever it may be. 

Re FRAWLEY: It is bound up with what 

I said this morning when I said I was a little out of 
my subject in the pos‘ing of the prices. The two things 
go together, post two prices, it is two prices and I say 
a cent off. Well I am not tied to that. Mr. Miller 
suggested a cent, a cent off. "You come and get it, it 
costs you one cent less. You ask for delivery, you ask 
delivery to be made tm your farm you pay posted tank 
waggon price at Edmonton point. If you come and get it 
one eent OTe 

THE CHATAWAN ; Did wr. Halverson say,= 
and it is my memory that he did, not only thet he 
thought it was a failure in Saskatchewan but that it had 
to be abandoned. 

Mk. FRAWLEY: I think so. 

MAJOR LIPS:TT: He says that there was 
pressure from their agents that they couldn't scarry on 
and they had to give it up. 

THE CHATRMAN: They stopped it, that is 
what I wanted to know. 

MR. FRAWLEY: Oh yes, they stopped it. 
MR. NOLAN: Page 15,289, "The agents 
came and said". 


MR. FRAWLEY: "Our agents came to us", 


just precisely where I stopped reading, this is page 


15,288: 
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"So that our agents came to us and said 

"they would disccntinue delivering to farmers 
Yentirely because it did not pay them unless 
“we would pay thei a 2 cent commission on 

"all farmer deliveries at all seasons of 

“the year. So we were faced with the sits 
Nuetion then of abandoning deliveries to 
"farmers, in which case our agents would 

"heave given up their trucks and in which case 
"we would not have had trucks to deliver to 
"our dealer trade; and furthermore, our agents 
“very definitely told us, a great number of 
“them, tnat if the remuneration that they got 
"from delivering to farmers were taken away 
"from them they would want a higher average 
"commission for delivering to dealers. $0 in 
"practice it did not work out. It would have 
"meant, if we had not reversed our position, 
"that the farmers would have been ‘eprived of 
"the delivery service and we in turm would have 
"had to pay the agents a higher ccMmission rate 
“per gallon for delivery to dealers or to 
"farmers at the company warehouse. 

"Q. And that is whet you wanted to say on that? 
"AR. That has been our experience and we tested 
Wit out for an ereire year. 

"Q- MR. FRAWLEY: You have not the 
"slightest objection in the world to giving a 


"farmer a cash and carry price if it would work 
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"out but you just @o not think it would work 
“out? 
"Ao That is right. 
"Qe i must confess I was strack with what iir. 
“Miller said about it. He is getting very 
"close to it. For a warehouse door sale he 
"pays 1 cent commission and for a delivery on 
"the farm sale he pays £4 cents commission. 
"Ir that is so that company with a fairly 
“wide distributivun has gone a long way elong 
"the line of the cash and carry principle. But 
"they do not look at the other side of the 
"picture and give the farmer the benefit. They 
"say to the agent "You have not done anything at 
Yall but make delivery at the door and you will 
"eet 1 cent commission for that." There is a 
"lot of sense in that. But why should not there 
"be an extension of that to give the farmer the 
"benefit of it for coming in? He does all the 
Vienrvioe: 

The careful Mr. Halverson. 
"A, I do not wish to discuss the policy of 
Nour competitorse I wish to refrain from that. 
"But I think any competitor doing business on 
"a big scale in this Province chat thinks it 
"gan discontinue delivering to farmers and 
"hold its position is mistaken. They, per- 
"haps, feel that if we ail did it that it 
"would lend itself to their system of dis- 


"SLribution but, of course, we have got to look 
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"at it from our st ndpoint. 
"Q- dr. Halverson, it may be politically un- 
"wise that anybody should try in this egricul- 
"tural Province to take anything away from the 
"farmer that he has got. But that is not the 
"point. I would like to discuss it and this 
"Commission wants it discussed and intends to 
"make its recommendations apart from any 
"nolitical consideration. In other lines of 
"endeavor there is snme effort made, is there 
"not, to give a man some remuneration when he 
“performs nearly all of the service himself. 
“WNow, why cannot that apply in this oil industry? 
"A. I just explained a few minutes ago-e-+ 
“WQ@.e That it did not work out in Saskatchewan? 
"A. As far as the question of delivering to 
“farmers in Alberta is concerned, I went into 
"that extensively in June when I gave evidence 
"and I dealt with it particularly in Exhibit 
" 1614", and as far as our company is concerned 
“it stands by that evidence. 
mea. £ did not bring the question up." 
Yes, that is what I said 
to him "T did not bring the question up", ana then I 
went on to something else. There is where we are. 
MAJOR LIPSET?: : Would it not be quite 
accurate to say that the British American just takes 
the cent and a quarter and puts it in their own pockets. 


In order to make that workable at all or feasible and 
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get over the difficulty which the Imperial experienced 
in Saskatchewen, the British American has made a very 
large capital outlay to increase the number of their 
agencies throughout the Province to bring the furmers--- 
MRe FRAWLEY: Cluser. 
MAJOR LIPSET?: The farmers’ products 
nearer to him. 
Mke FRAWLEY: Yes. 
MAJOR LIPSETT: Which would, I suppose, 
absorb quite a bit of the cent and a quarter. 
MR. FRAWLEY: That is practically what 
Mire Halverson says. They may be able to do it because 
they have made some changes in their hasic distrihution 
system. 
WE JOR LIPSETT; Therefore the British 
American may not be feced with the difficulty which the 
Irperial was faced with by their Seskstchewen agents be- 
cause the farmers would be all so much closer, owing 
to these extra agencies. 
MR. FRAWLEY: Yes. Of course it de~ 
pends to what extent the British American develops,~ 
they are still locating the dealer-distrihutors as I 
understand but I mean there must Le some, there must be 
a good deal cf the British Americal customers that are 
quite Some considerable distance removed from the supply 
Sti llop still. 

Weli it seems to be one 
of those things that is being worked out and all my sub~ 
mission amounts to is we must try it.» I do not see any- 
thing very fatal about it. If it does not work out, but 


we must certainly strive to give the man who is perform~ 
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ing &@ part of the servi e something for it and I am 
just Docked like with a stone wall, this Imperial 

market ing system. 

wAJOR LIPSETT: Take the British 
4merican who have got over some of the difficulties 
of the Imperial, you say they should be compelled to 
post two prices for farmers, one at the agency and 
one taking deliveriss. 
MRe FRAWLEY: Yes. 
WAJOR LIPSETT: Or do you say that they 
should eliminate delivery altogether. 
MR. FRAWLEY: Oh no, noe I just say 
two pricese It is like so many of my submissions. 
It is availability, make available to the farmer 
these two prices and let him choose and if they break 
down, I mean wait and see what will happen. 
THE CHAIRMAN: You say "Let us try it", 
now that is very simple but who is to pay for the 


experiment if it doesn't work. 


WRe FRAWLEY: Well--<< 
THE CHAIRMAA: You see, I am just asking 


for your view, should we not have some idea that it is 
going to work before we put upon somebody else the 
burden of spending, how much money we do not know. 
MR. FRAWLLY: EL know, itr. CUhairman-<~- 
THE CHAIRMAN: If you are inviting that 
the persen seeking the experiment pays the shot that is 


emother thing. 
MRe FRAWLEY; Well the consumer will pay 


IE suppose in the end but all I am concerned about at the 
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moment is this ---- 

TH: CHATRVAN: Woula the result of your 
suggestion mean that the Imperial's system which Mr. 
Halverson, now I do not remember his evidence pege by 
page Sut IL have a very clear impression that he is 
distinctly of the opinion that the British American's 


system is not as good as their own. 


Mine FRAWLEY: Yes. 

THE CHAIRMAN: Putting it in a few words. 
MR. FRAWLEY: surely, that is right. 

THE CHé Ikhw AN; And that the Miller scheme 


is going to be a flop, to put it in the language of the 
street. 


MRe FRAWLEY: Yes,"it is not going to be 


of any gnod to us-e We do not want it at all". 


THE CHAIR AN: And ifr. iiiller is equally 
of the opinion that he has the better system. Now at 
this minute what would you say Dr. Frey said as between 
those two, if you can put his views in a nut sheil. 

MRe FRAWLEY: LCi Dre Ere yo pe Lous 
out the possibility that the Commission agentscannot 
function without the earnings which come from the de- 
LIVELY « 

THE CHATRiIAd: In short he imclines to- 
wards the Halverson point of view. 

MWR e FRAWLEY: Yes, he does. 

THE CHAIRMAN: Now you say, "Well Miller 
is trying something and it seems worth while", and I see 
nothing wrong with the submission other than to say this, 


that are we not to have a conviction brought to our mind 
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thet it is right before ve say such a step should te 
taken as to require the other company to market at a 
great loss or change its whole system, while it is 
only an experiment. 
MR. FRAWLEY: Well I can say+---+ 
THE CHALTAV AN; something which will 
mean a tremendous capitak expenditure. 
Mike FRAWLEY: I will say one thing-<~- 
THE CHATRMAN: It 18 easy to go back 
and say "Let us try this" but you do not know, with a 
lot of fine machinery, you do not pull out s wheel here 
and a wheel there to see what will happen." 
Mine FRAWLEY: Well you see I know, but 
I do not like to keep repeating it, I am just saying 
nothing about it at all, it is Mr- Halverson's system 
and it is just laissez faire and it is functioning, I 
am trying to make a suggestion to give a cheaper price 
to the farmer but it is almost impossible to combat the 
suggestion whichis aperfectly a proper one and which [I 
must try tc meet, what is the necessary consequences of 
Mr. Halverson being compelled of course to do this. 
THE CEAIRMAN: You see on the evidence 
which we have it is perhaps not a fsir criticism to say 
this is laissez faire unless we do something right away 
to lower the price regardless of who or how it hurts, that 
is laissez faire, but the industry has not followed a 
policy of laissez faire but has spent enormous sums of 
money to improve in every way the results of its industry 


and has given surprising results to the public in their 
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products in the last 20 years. 


MR. FRAWLEY: The industry all over. 


TH CHAIRMAN; Yes, all. over and I do not 
know that it is different here. They are trying, they 
are trying. Now supposing the marketing system works 
out and it would not be the failure that one would 
think tire Halverson thinks it will be but that on the 
contrary it is an entire success, have you any reason 
te suppose that it will not be adopted by every 
functioning oil company in Alberta. 

MR. FRAWLEY: What you say, Mr. Chair~ 


ne Ora inst 


THE CHALRMA N: < say it isa dangerous 


thing. I suggest to you for your consideration that it 
is a dangerous thing tc say "Now something new is being 
tried out", just as other companies have tried so many 
Lotte ssseebatiiea being tried, it 1e.in the course of 
being tried. It is in the experimental stage- Now we 


will make everybody de it or pay a penalty in real. 


dollars". 
MR. FRAWLEY: Well you know-«-- 
THE CHAIRMAN: Tt is something we will 


have to think of very seriously. 

MR. FRAWLEY: It is happening every 
dayein thetmilkedistributions sYou pay x cents for 
a bottle of milk delivered on.your door step and you 
pay x minus 1 cent if you go tc the store and take it 
home yourself. It is the same principle exactly that 


I am endeavoring to apply here. It is just the cash and 
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Carry, principle. 

THE CHAIRMAN; Mir. Frawley, in the milk 
end you are talking about the populous centres. You 
are not talking about a situation that is Province-~ 
wide in its application. If you were delivering milk 
45 miles West of Peace Hiver and you were having to 


help pay for it in Calgary, a new problem would arise 


surely. 
WK. FRAWLEY: That may be so- 
THR CHAIRMAN: I do not know. 
MRe FRAWLEY: Oh Yeso 
THE CHAIRMAN: I am putting things to 


you as they occur to me. 

MR. FRAWLEY: That comes back to the 
fact that in Calgary we are probably paying for this 
distribution up in the Peace hKiver. 

THE CHAIRMAN: Quite 80, just as per- 
haps we are payidg for certain railways and lots of 
Puobre Utilities that we should not be paying for, in 
the far-flung parts of this Province but they are there. 
MRe FRAWLIY: Oh yes, but we are asked 
to inquire into and suggest improvements, sensible im- 
provements o2ly in this industry. 

THE CHAIRMAN: But there being these 
marketing services, wisely or unwisely , is it today 
wise to try and withdraw them. 

MR. FRAWLEY: The thing 18;.ur. Cheair= 
man, when is there to be any improvement? Assuming that 


there is nothing at all, nothing ateoid oxida VhGs Caan 8210) 
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carry principle, just t*e principle that when a man 
performs a part of the service there should be some 
recompense to him,~if there is nothing in that at 
all then how are we going to get away from that, how 
are we going to commence to get the benefit of that. 
If it is sound at all. If it is wholly unsound from 
tne beginning then we do not want tO worry about it. 
THe CHATKMAN: It strikes me at the 
moment if you want a pure experimental thing, if the 
Government of the.dey wants a pure experimental thing 
in Alberta they should pay for it and take the chances. 
That is one thing and the other thing is if the Halverson 
theory is right, then the farmer who is away out and who 
can least afford to pay for it, has to pay about 5 times &&@ much 
to get his products, because he is not going to get it 
for nothing, get his delivery, for nothing, while the 
man who can come in and get it gets an advantage. It is 
something like taxation. You distribute the burden. [I 
do not know. I have no fixed views about ite. As my 
friend. says I am thinking out loud for your consider~ 
ation. 
MR. FRAWLEY: If he has to pay more than 
he would be paying by reason of the fact that he would 
have to come for it however he could, horse or buggy or 
any other way, if the agent could not make delivery, if 
He just saia "! cannot do it~ 2 will discontinue delivery= 
altogether", then I just want to understand---- 
THE CHALRWAN: Either that he cannot function 
or he has to get it at much greater cost to him per gallon 
of gasoline. 
MR. FRAWLLY: The farmer? 


THE CHALKMAN: Yes. 
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MR. FRAWLEY: The farmer? 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: . Well, if the agent has to 


discontinue completely then the farmer is there. He is out 


there and no gasoline. 


THE CHAIRMAN: And no service. 
MR. FRAWLEY : NO (Service. He. has te com in: 
I supsvose they all have a horse. [20 he has to come in with 


his horse and get it, so that will be expensive, that is what 
you are putting to me? 

THE CHAIRMAN: He says how can they afford to 
have a truck to even distribute it around town, as I understand 
it, to the man whom they must get it to. It is very involved. 
MR. FRAWLEY: Cf eourse it is involved, and that 
is why I simply say----- 

THE CHAIRMAN: And those from whom we are, 
perhaps, entitled to expect guidance seem to leave it somewhat 
in its involved state. 

MR. FRAWLEY: Dr. Frey, I suppose he was careful 
not to say that what imr. Miller was doing was wrong. He simply 
says one who thinks as Mr. iller thinks then it would seem a 
short distance for him to travel to go’ the whole distance 

and post two prices. 

MR. COMMISSIONER LIPSET?: Would that involve, if one put 

it to its logical conclusion, that you would similarly have to 
have two prices for the dealer; one for the dealer who comes 
to the agent who does his own delivery and the other to the 
dealer whom the agent makes delivery to. One would be logical 
I suppose just as much as the other? 

MR. FRAWLEY: Yes. A lot of deliveries to 


dealers are made in stake trucks and barrels. [I dare say some 
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of those dealers go to the agency points, if the you Lives. 
towns adjacent to the village or town where tip agent is, 

they go to the agency point am take delivery. We can safely 
assume if the dealer goes 8 or 10 miles to an agency town 

and takes delivery that he probably gets some consideration 
extended to him. 

THE CHATRMAN: You told us two or three times 

you propose to eventually advocate the setting up of some sort 
of a body to consider petroleum problems. Supposing that view 
were accepted, would it not properly be the function of such a 
body to just watch such an experiment as Mr. Miller is putting on? 
VR. FRAWLEY: Yes, undoubtedly. 

THE CHAIRMAN: instead of us saying’ Widiy 
iifpveeeyoleare all coing to ep erinenel 

MR. FRAWLEY : + am going to give them several 
other things to watch and they might just as well be watching 
that along with the other things. The drainage law and 
things like that. 

MR. COMMISSIONER LIPSETT: It is complicated too by this 
sort of consideration, that if you charge a certain price to a 
farmer who oe and makes his own delivery and so much, a cent 
or whatever it is if he gets delivery, is it quite fair to 
charge 1 cent to the farmer who only lives @ miles away and 
still charge 1 cent to the farmer who lives 12 miles away? 

MR. FRAWLEY: I suppose there will have to be 
some minimum. 

MR. NOLAN: The farmer who lives 2 miles 

away or the farmer who lives 34 miles away. That was Mr. 


Priestley's point. 
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MR. FRAYEY: L quite agree I must not be 


advancing rash conclusions or even making rash submissions. 


THE CHAIRMAN: However, you are making suggestions 


that are at least though t-provoking. 

MR. FRAWLEY: Now, I want to deal with the 
commercial] consumer accounts of whom we have heard considerable. 
i have some views about that. Let me state my submission at 
once. ell, Mr. Cottle tells me he now has the figure of the 
cost of the barrels per gallon of gasoline. 

MR. COTTLE: BPRHLOiG Veeco". ealuni oe shows 
Imperial barrel expense, which totals for the year, $23,403.87, 
and works out to 9/100 of a cent per gallon on white products, 


on the total white products sold in the Province. 


MR. HARVIE: that is taking their depreciated 
Tigures?® 
MR. COTTLE: Yes, that comprises depreciation 


of $10,463.61 and the balance of the expense of $12,840.00 


consists of wages, painting repairs and supplies. 


MR. NOLAN: What did you say, 9/100 of a cent? 
MR. COTTLE: 9/100 of a cent per gallon. 

MR. COMMISSICNER LIPSETT: iess than 1/10 of 6 cent. 

MR. COTTLE: Slightly less than 1/10 of a cent. 


In the previous year that figure was .39 cents per gallon, 
almost 4/10, the reason being that the depreciation of the 
previous year was a great deal higher than in 19358. 

THE CHAIRMAN: You say "Well, Gal) yl sien aa 
the situation so far as the Imperial and the B. A. will follow." 
But I suppose we should not lose sight of the fact that it is a 
very serious matter to the B. A. because they have not got all 


this written off. 
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MR. HaRVIE: .Particularly where in the one 
year it is four times as much as the year before, or the 
succeeding year? 

MR. GOTT : Yes, the usual eharge,. if my 
memory serves me correetly, on depreciation on barrels was 
about $75,000.00 a year prior to 1938. That compares with 
the $10,500.00 for 1938, which reflects the figure to which 
the barre]s have been written off. 

MR. FRAWLEY: Now, Mr. Chairman, going to 
commercial consumer accounts. Our basic submission is 
that all consumers, subject only to considerations of volume, 
Should be able to buy at the same price if they own their own 
equipment. All consumers, subject only to considerations of 
volume should be able to buy at the same price if they own 
their own equipment, the farmer or the city dweller. 

Dr. Frey deals with it in Volume 133. There are two or 


tree pages, starting at page 14,909. 


TH! CHAIRMAN: Volume 133° 
MR. FRAWIBY: Yes, Sir, page 14909. 
"Q MR. FRAWLEY: Powonder Pe it We Painter set 


" right down in the midst of this discussion, the fact 
that the companies do sell to consumers, not farmer- 

a consumers, but other kinds of consumers, at dealer 

q prices, not at 1 cent more. You do know, of course, 

Ms that they still sell the small consumer, the size, 

uy the evidence is, it does not make any difference, 

they still sell to consumers at 100% dealer price, 

: and I do not know why there should be any difference 

n between the man in town and the man on the edge of town 


2 and I woniered what your views are avout that. I know, 
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of course, that that consumer in town who buys at 100% 
dealer price has some equipment, buys some equipment 
from the company, and pays for it over a long period. 
i I think some of the evidence is that no interest is 
being charged at all in the case of some companies, 
" what do you say about that? 
A Well Ido think that transportation enters into the 
a question of the differential that exists. 
"Q You think that transportation does? 
WA think transportation does enter into if but just how 
, much, that I do not know and I do not know whether it is 
i calculable but there certainly is a difference between 
i delivery to a customer in town and delivery to one 8 or 
is 10 miles out in the country and of course, there is a 
ly difference also between the one who is three miles out 
5 and the one who is ten miles out." 
Then at page 14,911: 
"Q Iam looking at it from the standpoint of the consumer, 
n the town consumer against the country consumer. Mr. 
s Halverson says they are located down town. Now, he 
u might call North Edmonton down town in Edmonton, but 
‘ I say it is miles and miles away from his bulk plant. 
H It is true out there near the packing plants and other 
u consumers he has there he would have dealers and so he 
a goes from the dealers to these consumers out in North 
"  Hdmonton. I am trying to give you the physical 
" comparison with something that must compare very well 
" with a delivery by an agent to the farmer in the 


" country, as far as actual physical transportation is 
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v > . . 
coneerned, and on the difference ir the price that is all. 


"A I do not know that you ean justify these differences 


“ entirely in terms of transportation nor ais I want to say 

" that the arrangement is one that in making the differential | 
Ly between the commercial Gonsumer and the farmer has been 

y given any long consideration by me. The principal kick, 

e I would say, was not with respect to the farmer and what 

- he is paying over the commercial consumer. I should say 

a it would be, the principal kick would be with the dealer, 

a that the dealer might say that the commercial consumer 


" was getcing too low a price and that he was being taken 
away from him. 

"Q ‘True, and that he was a dealer’s customer and nota 

. Supplier's customer. That is what they do say in this 
u Commission. 

"A But with the farmer, I cannot see that the farmer is 

a being injured by the commercial consumer discount. 

PS 2uG it micht-arfést the business of the dealez. 


MY Well. that is true, and I am glad to have your views 


_ about it. IT am not saying that the farmer complains 
" and puts down as against his situation the situation of 
: the commercial consumer in town. Perhaps he does nos 


know anything about it. But I am suggesting it to you 
- as something that has emerged from all this evidence 

“ that would geen to be somewhat discriminatory in the 

e compaty having a policy for town consumers and another 
mi policy for country consumers? 

NA hey really do not classify exactly. fhe thing that 2 
" am at a ioss in this matter on is I do not know whether 


z there are any minimim Geliveries am I do rot know what 
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it the average commercial consumer business amounts to, 
and I do not know how it compares with the filling 
station fill-ups. I am just short of infomation. 

"Q Then I certainly will not press YOu, C00, Tarsa teat 
Then Dr. Frey says something that he was ineorreect about, 
Only because of the information given to him by the companies 
not being just entirely accurate. He. says on. page 14,913: 

Mi AS I understand it, that applies---" 
that is this selling to the commercial consumers - 

i: that apslies only in two points and it does not apply 

" to commission stations." 
But now on the 24th of November, Mr. Halverson wrote tn Mr. 
Nolan, and that was read into the evidence and he tells us 
that there are some commission points at which that is done. 
So that the commercial consumer does extend throughout the 
Province, both at sush points woere the companies operate 
their own salaried tank trucks and at commission points where 
the burden is to be picked up by the commission agents. 
Now, Dr. Frey - this is rather significant, this whole discussion 
with Dr. Frey coneludes here, he thinks is so unsatisfactory 
that he suggests that the Imperial might make a statement 
when he steoped down from the stand “And let me comment 
afterwards." I said "Yes, that is a very good 
suggestion,” but it never was followed up. I think then 
the fair inference was that Dr. Frey regarded this business 
of commercial conswner accounts in this Province as not being 
particularly satisfactory; as not being any too satisfactory 
any way. T think it does give me the opening to make the 
Submission to the Commission which I do make, that there is 


not any reason in the world for the difference between the 
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town man and the country man. If [ ama farmer and I see 
fit to go to the Imperial 011 Company or any other company 
end buy a tank and a pump and put it in the ground on try farm, 
then let them come and make delivery to me at the same price 
as they do the undertaker in the City of Edmonton who has 
two or three units and gets this same privilege. That is one 


Side. There is the other side about it being unfair to a dealer 


taking away from him the man who is by all tests the retailer’s 


customer. The undertaker in Edmonton with two or three trucks, 
buses and hearses, surely is a retailer's customer. The wholc- 
sale grocer in Edmonton or Calgary with two or three trucks 
surely is a retailer’s customer. But these oil eccmpanies 

have created a situation, or listened to the importuning of the 
wholesale grocer - I do not know which - whereby the wholesale 
Pcooe. 2 Privileérsd tO come in and enter into a lone-term 
earansement forthe purchase of a tank and a pump and gets 
under the posted tank waggon price. That certainly always 
struck me as being the last straw of discrimination. Not 

the posted tank waggon price but the same price as the 
regeiger's.. 

THE CHAIRMAN: I just wonder how does that 


advantage these companies? 


MR. FRATUBY: Advantage them? 
THE CHAIRMAN: Yes. 
MR. FRAwley: I do not know that it 


advantages them at all. 

THE CHATRMAN: I wonder how the practice grew up. 
Did they simply say "Well, this is a matter of volume and 

we do not care whether you call yourself a retailer or a 
wholesaler, you buy enough from Whew aCe ae 


MR. FRAWIBY: Tat is just the point,: tried 


to be clear about that in examining the witnesses. This 
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volume thing just goes to nothing at all. They just make 
deliveries when they are called upon to make them, that is 
all, and they make very small déliveries. I do not know how 
satisfactory the evidence is about that. I must not he going 
too, far buw © Jcnow; What I know may be just outside the 
evidence. 
MR. NOLAN: as to what volume the commerical 
eonsumer takes? 
MR. FRAWLEY: Xee. it may not be Paix to 
state but I have been told by the managers of oil companies. 
MR. COMMISSICNER LIPSET?: Is not the object of the refiner 


to keep the whole business of that particular consumer for 


himself? 

MR. FRAWLEY: Tris Ls not lor the Veta niipeend. 
TG iS the marketer. It is the marketing department. 

Mi. VOM ISS TONER “LIPSE TT: Well, 1S —not. the reasoner, 


Halverson will give a commercial consumer an account like that, 

is not the object to get the whole gallonage for the Imperial 

Oiler 

MR. FRAWLEY: eile, thet 2s Tine epic pus ene 

Farmer on the same basis. 

MR. NOLAN: Here is what Mr. Halverson says, 

at Volume 85, page 9758; 
"We have to give them the undivided dealers’ price 
"hecause someone else would and we would lose the business 
‘and that is the long and short of it. ‘Ve would be quite 
“willing to adopt a policy to not extend undivided 
"dealer's prices to any one who did not have @ minimum 
umber of trucks, providing it would work out in practice 


“competitively. 
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"IT believe that the man who operates quite a number of 


"trucks is going to continue to buy direct and it is 


"impossible to fix that man to buy it at retail. My own 


"feeling is that any firm that does not operate 5 or 10 


"trucks should pay the posted tank wagor price." 


MR. FRAWLEY: On page 9758; 


"And who are those 127 consumers, what kind of people are they? 


Mig 


Y 


Y 


" 


Wholesale organizations, fruit, groceries, hardware, 


Plumbing. plumbers, contractors. 

Yes, road contractors. Now I think that should be 
discussed just briefly perhaps, you realize that there is, 
that that is a pretty contentious point, is it not, 

in the industry that the service statio1 man, that the 


retailers complain pretty bitterly of the freedom with 


Which you_Will supply gasoline to wholesale grocers, 
just as Ja type, at wholesale prices and what is your 
ewiince tion for that practice, wir weal yerson? 
Vomvecin With, to the vest of my knowledge there is not 
a great deal of complaint at the present time from the 
bepe. lers. There are certain retailers who would 
like to have all the business going through them but 
the consumer who operates a fleet of trucks---- 

what do you mean by a fleet, that is the point? 

Well we will say three trucks. 

Or even two and I think I can give you some instances 
where the man with two units will go on your 100% 
dealer basis? 

IT am not defending, I am just explaining. 

Yes , «001 067 


Now they figure costs very carefully, the same as the 
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farmer figures costs,-and we have to give them the 
undivided dealer prices because somebody else would 

and we would lose the business, thet is the long and the 
u shart off avy 

"Q That is somebody else like yourself, some other wole- 
" cele distributer? 

"A Practically any other oil company would do it because the 
u consumer insists on the lowest price he can get. 

That does not advance us so far as the Commission is 

i concerned because we will pat the same question to the 
u other marketers, as to what their justification of it 

" is. Supposing you were alone, I quite see your point 
that if you stopped doing it and the North Star: and 

i the B. A. kept on----- 

HAN Ye woule be quite willing to adopt a policy ‘or not 

q extending undivided dealers! prices to anyone who did 

di not have a minimum number of trucks. 

"Q Yes? 

"A Providing it would work out in practice competitively. 
"Q@ Yes, I used to wonder why you gave them the undivided 

4 dealers' price, it seemed to‘’me, if I may say so, 

a it is bad enough to give them the posted tank waggon 

WY price because after all if I were a wealthy man and had 
two or three cars, I would be in the same position as 

q the wholesale grocer that has two units, two trucks, 

i: and would you give me the undivided dealer's prices? 
Mel tic not quite follow you. 

"Q Would you give anybody, any consumer, the ordinary 

"  eitizen with three or four cars or two cars, let us get 


m down tc two cars---- 
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Jae oes Erewley,; K. C. 
"A No, we restrict it to commercial, 
"Q You restrict it to commercial and now why; why Hot cive 
z the ordinary citizen the sathe rates as these wholesale 
i grocers, where you put a tank in their backyard". 
Now, I say who is a consumer and they answer with the magic 
word "commercial" consumer. Why? What is it all about? 
There iS no rhyme or reason in it-at all. They would not 
Pive 10 BO me and they would not eive it to Mr. Farmer. There 
is some magic in the fact he is in the wholesale srocery business. 
THE CHAIRMAN: They will drive out 30 miles to 
the farmer but the commercial man has to come and get it, 
hasn't he? 
MR « FRALEY: Oh no. Delivery is made to the 
commercial account. Just the same. The Swift Canadian, 
I suppose, is 6miles from the Edmonton bulk plant of the 


Imperial. 


MR. NOLAN: How far from the nearest desler: 
MR. FRAWLEY: I suppose you have some dealers 


Gi uiere. | LOu have dealers on every corner. 

MR. NOUAN: I thought they were all on 
Jasper Avenue. 

MR. FRALEY: I venture to say the Imperial 
would make a straight delivery to the Swift Canadian alone. 
Pai ne. ooece. not help J suppose. 

MR. COMMISSIONER LIPSETT: L suppose the discount to the 
undivided dealer should be confined to the dealer and they 
should be men, it should be defined as a man who is buying it 
for the sale as distinct from the man buying for his own 
consumption. 

MR. FRAWIBY: But they are not. 


MR. COMMISSIONER DIPSET: I say should that be the test? 
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MR. FRAWLEY: Well, of course, I say that 
the only person who should get this price is the man who is 
im whe business. The retailer. Wow, then, if they depart 
from that, let us make them depart from it completely and 
Leteus ston ali discrimination. lire Halverson does not 
think much of it. You read through his evidence and you 
get the idea verydefinitely that he does not think much 
about it at all. Let me read the next question. 
MR. COMMISSIONER LIPSET?: Your, point is Tit pete tas 
confined to dealers alone, this dealer's discount, then there 
is discrimination as between customers? 
MR. FRAYWOEY : Surely as between different kinds 
of customers. 
TH! CHATRMAN: One gets this impression, that 
this is one of the times that Mr. Halverson would be content 
that the fine and free competitive system be curbed. 
MR. FRAWLEY: Yes, pecanse, he seyo ees 
Hamcousd, lo cot. it, if [had two.or three cars and ne saye 
A No, we restrict it to commercial." 
"Q You restrict it to commercial and now why, why not 
a give the ordinary citizen the same rates as these 
u wholesale grocers, where you put a tank in their 
backyard and give them the undivided 100% dealer price? 
"Rh We do not put the tenk in their yard. They pus in 
y their own tank and if we were not willing to supply 
" them as an undivided dealer somebody else would and 
n that de the, reason,-but I say. so far as the policy ie 
i concerned if it were workable, we would be willing to 
y restrict that undivided dealer price or even the posted 
u price, we have no strong opinions upon it, providing 


su it will work and the only way you are going to make it 
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work is by regulation and that would mean one more 
i regulation. ; 
"Q One more regulation to be evaded, one more regulation 
to evade, because you know what it is doing now, Mr. 
i Halyerson, £ do not want to dwell on it because IT am 
interested in costs today, and if it is not going to 

u help our cost feature it is just a wrong thing that 

q will have to be cured some day? 

"A I believe that the man who operates quite a number of 

in trucks is going to continue buying direct. 

EU vos? 

"A I believe it is going to be impossible to force that 

M man to buy at retail. 

Semele ae 

"A And the man who has only one or two trucks is not a 

f big factor in the throughput of the average service 

J station, not enough to warrant any drastic regulation 

n-. which will be difficult to enforce." 
THE CHAIRMAN: I do Mr. Halverson an injustice. 
He does not want to curb it because he thinks that it would 
not be or could not be enforced against all; that the men 


who evade it would suffer all the more. Well, I think we 


will take a short adjournment, Mr. Frawley. 
(at this stage there was a short recess.) 


MR. FRA VLEY: I think I have very little more 
to say with respect to the commercial consumer account. 

I might call to your attention what Mr. Meltabarger said. 

MR. COMMISSIONER LIPSHT?: You are not passing from this, 


are you? 
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Pads 2revley, K.-C. 
MR. FRAWLEY: No, I have a few more words to 
Say. Mr. Meltabarger says at Volume 108, pare io bip. 

"Q Well, what do you think about the steel barrels, have 

M you a submission to make to the Commission, whether or 

n not that practice should continue? 

"A “Yell we should like tc see the consumer, the farmer , 
own his own equipment and the oil companies then deliver 

m into that equipment." 
Now, Mr. Halverson might have been talking about them pur- 
chasing their own equipment, but if that be so why not speak 
of him as a person who owns his own equipment and not as a 
farmer or a fisherman or a grocer or anyone else? It would 
just be this kind of a man who owned his own equipment. 
The railroad contractors, you know what happens to the railroad 
contractors now. There agsin I do not know how clear - 
perhaps somebody could point that out to me, does Mr. Halverson 
Say in his evidence that these commercial consumer accounts, 
is he talking particularly of road contracters that they 
purchase their own equipment? It is too remarkable. It is 
too late in the day to talk about it but my information is 
that that just is not so. My information is that the road 
contractors who go out from the Department of Public Yorks 
to do a job that might last two or three months, they have to 
have this equipment. Do they pay for Ge Not one cent do 
they pay for it. They enter into a contract and it is charged 
up to them but nothing is ever paid for it at all and then 
it is taken back by the company. It is a straight case of 
loaned equipment. If that appears in Mr. Halverson's evidence 
I say that is another case where Mr. Halverson perfectly, 
Sincerely and bona fidedly says that the contractors buy 


equipment but, however, we have passed the stage of evidence. 


a - ese “ ' es ; 2 
ee " ’ o - 2 2 x — eA . 
ae - 5 <t - + ~ 
: 4 4 ‘ Die - ~ i ws oa eee: 4 3 = 
. = - eo . z ae = , i 
é ae “ 3 E a : id = 
‘ : oe z = e j 2: * 
— a - nyt : : f A 
ri ee Py = 3 é 
2 vs 
‘ - ao, Rhee, . cet . . 
ts = Hecke ; 
8 = a 
ct = oe 
: ia : 2 ; are - t 
= ‘an e <t 4 = ace = -* ms 
ee f ~ es “pods ; : = 
= ns? 5 y oe “st a eA : : 
=) Z iS & et — Z 5 
> é : ne 7, 5 
; 4 mes os ay " oe Seek : 
ap j ‘ : : “ oe 2 i : ; : 
sy = i : r a z + i 
4 mis . bes Po i ’ 4 
<3 = : - . Bee t = act “i . r : . 
6 ps 2 ih u i - 
3 . a et ae 3 . 
sf - e : ke . v5 = 
°, E a i + 
eo . =. ead ore = : 
Re é =A P raul =. 5 af e A we : 
te 4, a ah rs pa 5 ‘ ap , oe ~ ee 2 F 
“ es pic 4 ~ 7 : 2 ‘ s 0 ca pied : 
ad ys: “ 5 es tae Ky - ‘ 
; = re tee Cc: : : tea é —; 
= ‘ 1 ro ad aa n= ct 4 % . 
oo it ees Puce a Es 3 4 ‘. 
+ <4 : . ft 3 i = ; ec a a2 
ae 3 = aa : bows 2 * ans ee * 
- oa <7 ; 3 Sane : pa - * - 
“ i = Pe oe : : + 7 i nee 5 PS e 
: F ~ 2 a a5 pce : . 
. — 7 oe 3 pe - 
see 7: . 2 — - crass 3-1 ‘ : to = 
3 i : : i . rT - : 2 5 . ; 
5 a: a + : 3 2 fed 15 “ 3 
2 L a Go # E : ; : é s . es 
; cs ee iy ca oe : * “52 < = 
> rE ats Seat G is . = - i 2 
, 7 : i : i A = . ra : 
: Se A+ . : rie - = - % 9 F 2 ss 
Mm * kr, es % a = een . - =e ay od aS : 4 
Sats = ’ : ; at - pe a S 5 £- 
tn i if : : . . + —s 
A i e ° 4 — ase Fo 4) oe 3 ~* 
Fis 5 - i Fs a, 
> EB s Med it) 7 7 he, “ 
ie pee - *, TF tag = = A 
ae ani ee = += ee 4 ” a : 
ri ic g 4 a = Pd * aot she ee 
: 2 ge 4 ee e3 i : a . a 7 - ioe 
ee et : ; fs g 
, _ a ca a = rs Roe —— STF Ser 
Ey = a ee Ss 5 5 . c : 2 
= 5 = ‘ a EY = E 
a . . 
-* + . tT - in = v - 9 ™ £ 1 ol 
= = = Pd ; a ns cee: , 
et ag = Sj 2 se ; ; ; * ‘ i 
por, = 7 =, pac, ax oa © ‘ , y . 
- 4 ; z Pee os 
: , : x a 4 ‘ ~ S % = 4 
3 r ¥ a é — ae hia at te 2 2 my = 
oe uw g 34 - : . : a . Ea : = 
“s * F Cas ss F i 4 
ed } ae x 4s a ben “ang : o3 “i : , 
4 , -# bod ev : 
ie on % [ - . 
2 E = = » mee ‘ 
7 — io 
* a y 


T-4 
16 


Jeu wrawley. i. 0. nas 

I do not know what the Commission will have to do about that 
if this thing becomes of sufficient importance. But my 

point is this, Mr. Meltabarger says he would like to see the 
farmers own their own equipment and the oil company make 
delivery into that. He does not say so but I am suggesting 
if the farmer did own his own equipment would he obtain 

from the oil company the same service and the same price as 
the urban consumer depending upon the distance? If the 

farmer was 20 miles ut in the country then the question of 
transportation - and that is what Dr. Frey applied his mind to 
endane saidatrankly "I do not know that it»can’ bes wholly 
justified on the ground of transportation and I would like the 
Imperial Oil to make another statement about this for my 
enlightenment." I am not blaming altogether the Imperial 


but in any event that was not done and that evidence, so far 


ag Dr. Frey's assistance is concerned, is rather unsatisfactory. 


Dr. Frey never made a statement after the Imperial had dealt 
at any length with the questionsf justifying the whole thing 
in terms of distance, in terms of transportation costs. 

MR. COMMISSIONER LIPSETT: Before you pass from this, does 
the legislation that is in force in this Province, does it 
assist or affect this type of contract in any way? Do you 
remember we had some evicence about some station of Ifr. 
Plotkins! being closed temporarily because he was selling to 
the consumer at two different prices? 


MR. FRAWLEY: | Yes. 
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Peis UrevlLey, Ke” GO. 
MAJOR LIPSSTT: . Is this in the body of that 
Statute at all? 
MR. FRAWLEY: ne, 1.46 not thine sp. You 


see there is a regulation that says that sales at retail 


outlets must be at retail prices only, that is the substance 


Ope lis 
MAJOR LIPSETT: Lo is) limiives tO retail ovpistas 
MR. FRAWLEY: To retail outlets. The wholesele 


outlets, it says if you have a wholesale outlet you must sell 
at wholesale prices only and if you have a retsil outlet you 
must sell at retail prices only and “retail price” is defined 
as being the going price which the retailer charges to his 


retail trade without any discount. 


MAJOR LIPSSTT: Are those not covered in the 
Statute? 

MR. #RAWLEY: Not as such. 

WAJOR LEPSSTT: {r are they treated as wholesale 
outlets? 

MR. FRAWLEY: No, they are not treated at all, 
They are just consumers. A wholesale grocer is just a 


customer nf the oil company. He just gives the retailer the 


go-by. 
MAJOR- LIPSETT: - Is he not a customer? 
TH CHALHMAN: The Commissioner suggests that 


if the Statute penalizes the person who sells, might it not 
penalize the person who buys, if one is prohibited, I suppose 


the other is. 


VR. FRAWLEY: I do not know whether I have entirely 


got your point, but let me read the regulations and the definition, 
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Jo Ue Hrawleys Ky. Gt 


MAJOR LIPSETT: Whet was in my mind, Mr. Frawley, 
was that they are selling to this customer at a different 
price to what they are selling to other customers pro bably. 
MR. FRAWLEY: Well they are selling to customers. 
You see 56 prohibits: 
"No sale of fuel oi1 shall be made from or at a retail 
“outlet at less then retail prices." 
and, “retail prices" is defined as:" 
*Means the prices customarily charged by a licensed 
"retailer te his retail trade without rebate or discount 
Wof any kind." 

Now where Mr. Plotkins ran foul 
of the regulations was he had two or three retail prices 
which were not secret, I think he is right about that, openly 
he hac two or three retail prices and thus it was said that 
that was a violation of the combined effects of this regulation 
and the definition of , “Retail prices". 

Then it goes on: 

"No sale of fuel oil shall be made from or at wholesale 
"premises at less than wholesale prices." 

And then it says: 

Yno sale of fuel oil shall be made from or at wholesale 


"premises to the fuel tank of a motor vehicle by any 


“means whatever.” 
And then; “wholesale sale" is 
defined: 
‘wholesale sale meeas the sale of fuel oil in quantities 
fof not less than 20 gallons for delivery at any one time 


"to be removed from the premises in containers at the 


*time of sale.” 
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J. J. Frawley, K. c. 


Now there is a question whether 
this is a wholesale sale. 
MAJOR LIPSETT: That is what I hed in mind. 
MR. FRAWLEY: Because it is not contained in 
containers. It‘is delivered from the tank to the underground 
storage compartment. 
MAJOR LIPSETT: I suppose they say it is a wholesale 
sale at the lowest price. 
MR. NOLAN: & retail sale is defined and a 
Wholesale sale is defined. 
MR. FRAWLEY: the retail sale means “a sele of 
fuel oil to the fuel tank of a motor vehicle through retail 
fuel oil vending pumps.", and the wholesale sale I have just 
read. Oh, it is-noet_a retail sale. 
MAJOR LIPSETT: Apparently the Legislature did not 
think then it was a matter which needed any control as to 
prices or anything. Apparently they dia not bring it within 
the Statute at all. 
MR. FRAWLS3Y: that is the conclusion that one is 
always eble to draw from the reading of a Statute when one 
finds what I would eall, a classus omissus perhaps. 
MAJOR LBIPSETT: I thought perhseps there was something. 
THH CHAT RMAN: What are you reading from, Mr. Frawley? 
MR. FRAWLSY: T was reading from the Fuel Cil Act, 
from the Reguletions under the Fuel Jil Licensing ACU, Sends you 
will find it among the various provincial Statutes in sxhibit 
*683" and so that you might find it I had perhaps better Date b 
back where I found it end Exhibit "683" is the bundle of 


Provincial Statutes and it is elso in Mr, Harvie's complete 


little black book. 
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MR. HARVIGS: Mr. Nolan's you mean. 
MR. FRAWLEY: Mr. Nolan's. 

You see there is 4 situation in 
these Commission-points which I thought was worthy of speaking 
about for a minute. in fed Deer, I think, there is just one 
commercial consumer account and that is the Red Deer Condensory 
and delivery is made to that Condensory into a tank o7 the 
Condensory.e Now this Condensory is an agricultural operation. 
Etele the ouverowth of an agricultural operetion. Supposing 

that Condensory were, as it might very well be, 8 miles outside 
the City of Red Deer, out in the midst of the farmers who are 
merketing the goods which make up the business of the Condensory, 
supposing it were away out there, that Condensory would need the 
seme SOrt OF service, I would take it, they would need a tank 
and & pump, they would still want to be a commercial consumer 
account. Now where is the distinction? Where is the ell 
important Cistinction between serving that Condensory within 
the four corners of the town of Red Deer and going out into 
the country 8 miles and giving them the same service, 

I am told that Commissioner 
Lipsett's mine at Ardley was served by the Texas Company from 
quite a long distance into a tank, I suppose, or whatever there 
was there. Thet was fron.a little town out there, Delburne 
or something, and there is nothing wrong BDOUG Lt === 
MAJOR LIPS3TT? | T am afraid I cmnot help you, 


Mr. Frawley. I went up there one day while this Commission 


was sitting and I found out that they hac; without my knowing 
of it, put in a tank and I felt I would be more impersonal 


4f I did not inquire into it while this Commission was going 
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MR. FRAWLEY: Supposing it was anybody's 
gasoline, it was quite all right and proper that they should 
give that service to a coal mine or to anybody else like 

that, but they stop when they come to the farmer. 

MAJOR LIP SETT: f am not quite sure, Mr. Frawley, 
that that is quite correct, I think it is quite possible 

that the dealer there might deliver oii and bring back eval 

en his truck, 

WR. FRAWLEY: That may be, I do not know, there 
Meyoo elt sorte or variations of 1% but there is ho reason 
why a coal mine should not be classed as a commercial wnsumer 
and coal mines are necessarily out in the country and if we 

got down and made an examination to find out how coal mines 
were being supplied with gasoline, we would likely find that 
lots of them had,pumps and tanks and were commercial consumers. 
MAJOR LIPSETT: I do not think that is a@™very good 
example, Mr. Frawley, from your voint of view, because [ thiak 
there are a nunber of people who are supplied from that pump,, 
people who come there with trucks and so on, 

MR. FRAWLEY: So it is really a retail outlet, 
MAJOR LIPSETT: Yes, 1 do not think LU is vaty Wey 
a good example that would carry you very far otherwise. 

MR. FRAWLEY: No, but at least there is no 
reason why there should be any distinction between a coal 


mine or a Condensory or a wholesale grocer or a farmer. Now 


Weert erner, 2f Lo were a farmer ---~ 
THE CHAIRMAN: Now granting that, what? 


MR. FRAWLEY: Ten let the farmer, let the farmer 


buy it at this 100% dealer price, et him have the cent orf. 


If he owns his own equipment ¢ 
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MAFOR LIPSEIT: . He has to purchase the equipment, 
it may be on time. 

MR. FRAWLEY: Yes, the five-year plan is the usual 
scheme, I think, and he perhaps would not, as I say again, it 
is Like some of my other suggestions, at least let this 
Commission ley down the principle that such service and 
such price should be available to the farmer who wants to buy 
his own egaipment and that is all. 

MAJOR LIPSETT: Would you go so far, Mr. Frawley, 
as, supposing it was the distance that the mine at Ardley is 
from Stettler where they get their supply, a farmer there may 
put in his own equipment and he may only went 10 gallons or 

20 gallons of gasoline in the month, do you think that would 
be guite fair to force an oil compseny to make fres delivery to 
him at the net undivided deeler's price. 

MR. FRAWLEY: No, I think there should be a 
limitation on the volume. Tt is all topsy-turvy now, 

Wr. Commissioner. ‘So long as you are in the City it does not 
seem to matter, you can get 50 gallons at ea time as I understand, 
MAJOR LIP Sart: You cam see the reason for that 
because the tank truck goes out dround the city to maybe a 
half a dozen places while it is making that delivery but it 
would be a different thing if you sent that tank truck out 
into the country ten or twenty milew to deliver 20 or & 
gallons of gasoline. 

MR. FRAWLUYs Thet is quite truoe He would have 
+0 rearrange his business, he would have to take more volume, 


- 


no doubt about that, I mean the farmer would. 


MAJOR LIPSETT: May the whole underlying principle 


behind it be this, that if there is 4 consumer who has sufficient’ 
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volume to make it worthwhile for the refinery to make these 
deliveries, that they are prepared to do it? 

MR. FRAWL&Y: No, you see competition has driven 
them to make these driblet deliveries of 50 gallons, 

MAJOR LIPSETT: In the city. 

MR. FRAWLEY: Yés ¢ they Go net mind Gatneinet 

bat they say, " at least we are not going outside’ the’ city”. 
MAJOR LIPSEPT: as that not because in the city 

it is competitively worthwhile to make that and competition 
compels them to do it, whereas if they go 10 miles out in 

the country it is not worthwhile to do it under competition 

or any other way and therefore they do not do it. 

MR. "RRAVLEY: L know. rhat may be so, I do 

not know ---- 

MAJOR LIPS&TT: Would Lt bel fairethen® Torus Ts 
recommend that they should be forced to do it? 

Ma. TFRAVLEY: Welly Lvabhor® discriminatsons oa 
Coeneulinovwn whet ime difficulty is. why, if tne farmer wants 
to do it, I suppose the reason the oil companies are not much 
concerned about it is because there is not a farmer in this 
province yet, except Burns perhaps, who has put in a tank, 
who has gone into this tank and pumping operation, 
MAJOR LIPSETT: But is it discrimination, that is 
what I mean, or is it not * sort of universal rule that where 
it is worthwhile to do it, that some company is prepared to do 
it and if it is not a paying proposition then nobody wants 

TOLG 01 b% If the fermer, in other words, is not able to put 
up @ proposition which is attractive enough, then nobody wants 


ae It is hardly discrimination if that is the real reason. 


MR. F RAWLEY: Well, it is not what they hold out, 
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it is not what , the discrimination, if it exists at all, 
lies in the fact that they hold out that the small city 
man can get thn benefit of the price, the 100% dealer price 
and to the country man they charge ae acent more. Now 
that is all. Now if, so long as he does not own his 
equipment, then what I am suggesting do es not arise but if 
he owns his own equipment and came into the oil company and 
said, “I own my own equipment and I want delivery made to 


me at the 100% dealer price". 


MR. HARVI=: Will he sign the 100% dealer 
contract? 
MR. FRAWLEY: Sure, sign the 100% dealer contract 


just like the city man does. 
MAJOR LIPSETT: Is it not then a question really 
whether it is worth the company's while to make that delivery. 
in fect, is it Not-—quite like the mail order business, you buy 
something through the mai] order tusiness and you pay the 
carrying charge for it. If you buy 4 magazine and it comes 
through the mail you have to pay a cent extra to have it come 
through the mail. 
MR. FRAWL2Y: Ne eer 
MAJOR LIPSETT: Mr. Frawley, I em not trying to 
argue with you but I am trying to think out lcud you know and 
get any help I can. 
MRe FRAWL SY: Oh,cuite, Mind you, I have only 
Jiscussed this from one point of view and that is the comparison 


of the farmer with the city man. The other side of it, what 


it is doing to the retailer, is a totally different matter but 
that is much more complex because I am not prepared to say 
it should not go on so far as the retail man is concerned. 


MATOR LITGET?T: Would it involve something like 
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this really, one could say that delivery within a mile of the 
agency would be free and delivery from one mile to say five 
miles something else and over five miles and up to 10 miles 
would be something extra still and something like that. 

MR. FRAWL2Y: If thet applied in the city as 

well as in the country. 

MAJOR LIPSETT: But they commence the first 

part practically by saying the delivery in the city is free, 

MR. FRAWLEY: Yess 

MAJOR LIPSETT?: “hat is as far as they have gone but 
do you think it 1s a fair thing to argue from that that delivery 
equally should be free ten miles sway? 

MR. FRAWLEY: io 1% is 10 miles in Tie eit, ae 
they are going to deliver ten miles in the city why do they 

not delive 10 miles in the cowmitry. I cainot put it on any 
higher ground than that. I do “ot think the farmer should 

get any more advantage than the man in the city but if he owns 


his own equipment, that should be the tes 


THE CHATHIIAN ; But to deliver 10 miles in the city 
does not mean one uelivery, There may be 1O places within 


that 10 miles. 
MR. FRAWLEY: *hat is quite true, that is quite 


true but presumebly he would, in. making celiveries in the 


country, he presumably would nave more than one farmer toa 
deliver to and the one farmer who is using the company's 


barrels would pay the company's tank wagon price, but the odd 


fermer who happened to have his own equipmens would have a cent 
or ts 
Well now ~ proceed to discuss the 


’ AUN is oe Re oa see AY 
fourth question and that is YVontana Imoorts”. 
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THE CHAIRMAN: Do you propose to say anything 


about the class of people that we have heard a great deal of 
in the evidence before us and that is your retail service 


station man who is suffering by this commercial consumer 


business, 

MR. FRAWLEY: Yes, well you see --- 

THE CHAIRMAN: He is very seriously hurt. 

MR. FRAWLSY: Yes, but then I am Jjriven back 


to my underlying proposition. I do not want to give up 
anything which will tear down these restrictive tars. I 

want the full, free play of competition, I want them to work 

on the price leader and I do not want anything set up in the 

way of them and if it should be that the Gas & Oil Products 

Can go into Zdmonton ---- 

THE CH AT RMAN: Why not just as well as protect 

the farmer that you were speaking for a moment ago? 

MR. FRAWLEY: I see a distinction there, whether 
there is one or not, 

TH= CHAIRMAN: If it advantages any oil company 

to do that with the farmer, they will do it, will they not, 
they are free to, 

MWR. FRAWLEY: Well that is true but I am only 
taking it from what Mr. Halverson says, "We 40 not do that", 

THe OH ATRMAN : True, they do not do that but 

he has also told us of the things he is doing today because 
somebody else will do them. 

MR. FRAWLEY: . Mind you, my suggestion about 

the farmer and the urban consumer and the 100% price or delivery 


into his own equiyment is not of any very great importance because 
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there are not any of those people in the province today, not 
ore, 1 thinks T have tried to find them an@ I do not think 
there is one. I think the Burns Company in Celgary is the 
nearest to it but. theit putp is not on the farm, it is helt 
way down oh the MacLeod trail but it is the nearest which I 
could find and that is why there is not much use of worrying 
too much about it. So far as the other effect it is having 
on the service station, that is very apparent and they do a 
106 ct "hollering about thet. 

MAJOR LIPSETT: I was going to say, Mr. Frawley, 
could it be argued that the present spread which the retailer 
charges to the general public and which has to be as high as 
it is at present is because he is deprived of this probably 
lucrative business of supplying the large commercial consuner. 
MR. NOLAN: They say the volume is very small, 
comps ref to the total gallonage, that is in the evidence, the 


volume of the commercial consumer. 


MR, FRAWLEY: it is Stheli for the Jarerial Oui, 
you mean. 

MR. NOLAN: | it is smell for the Industry. 

MR. FRAWLEY: quite, but it may be very big for 


the odd service station but I have a suggestion to meet that. 
I have a suggestion that the retailer should be allowed to have 


a separate price, he should be allowed to go out and bid against 


the oil companies for the business, That is the way for him 
to do. 
MAJOR LIPSETT: How could he? They get it delivered 


at the undivided dealer's price. 


MR. FRAWLEY: They will be willing perhaps to pay 


a cent more, Mr. Commissioner, because they could then go to 
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the service station and get a lot of other services. As it¢ 

is now all they get is the gasoline, they have to have their 

own man operating the pump, they have no compression service, 
no tire and battery service and so on and the bid that the 
retailer should make to the wholesale grocer is, "I cainot give 
you the full 100% tenk wagon price, my own price, naturally 

DIT MeL Vie eive sit to you for almost that.” 

MAJOR LIFSSTT: You mean if he had to pay the tank 
wagon price, then the retailer possibly could, the undivided 
dealer could? 

MR. FRAWLEY: No, you see, Mr. Commissioner, let 
the thing go on as it is now. ‘The whclesale grocer can go 
tothe Imperial O11 and buy it for the 100% desler pri¢ee but that 
18 just the gasoline waich goes intc his tank and it is nothing 


but the gascline., He has to do all the servicing himself 


anc = uewnas™n© pump service, [I meen no tire presvure servi ce, 
no battery service, nothing of that sort you see. Nov. if 
the retailer was allowed to go to the wholesale grocer and 
offer him a price, not the price that the retailer charges me, 


but something in between. 


THE CHAIRMAN: Why is he not, Mr. Frawley? 
MR. HARVIE: He is doing it all the time. 
MR. FRAWLEY: ft am frank to say that this Statute 


prevents him from doing that and in my humble submission this 


was a mistaken i ‘lea. 


MR. HARVIS: Mr, Plotkins’ evidence is that ne 


does it all the time. 


MR. FRAWL-Y: Yes. he goes on and does it anyway, 
And he is not within the reguletions, we all read them and if 


Mr, Plotkins is charging two prices now he is violating the 
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regulations... 
MR. HARVI2: shat says "retail prices", it does 
not say “retail price",. 
MR. FRAWLEY: I will withdraw from the argument. 
I say now it is not altogether satisfactory that that ref4lation . 
should stand that way and in my submission let there be a 

complete freedor to post one, two, three, four, five, six 
prices at the service station to different classes of customers 
end I say that, why, because that might have something to do 
with breaking dosn the competition or enlivening the competition 
of getting after the business of the wholesale grocer# 

You see there is something in 

what Mr. Plotkins says, the Imperial 0i1 Company operates 
presumably an orthodox, the Imperial O11 Company's dealers 
operate an orthodox service station business, they have @né 
price. Mr. Stevens went further and said frankly that if he 
operated a station he would have one price and that is why it 
Was suggested to him wé might get rid of some of this chiselling 
but frankly now, I regard the other approach as being far more 
important and let there not be one price, there is no magic 
in one price in the service stations so far as I am now concerned, 
seeking to impress upon this Commission the necessity of bearing 
down on the price leader and so I say, “Let there be as many 
service station prices as you will", a price for the casual 
motorist, a price for the doctor and the insurance agent that 


uses his car presumably in the prosecution of his profession, 
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Thirdly, a price for 
the wholesale grocer who, presumably, and the other 
wholesale truek operator who presumably uses a little 
more volume. Finally, a prices if you like for the large 
transport truck who uses a lot of gasoline and has a huge 
40 gallon or 50 gallon or 60 gallon tank attached to the 
car. Why do I say that? I say let that all be so that the 
service man can go out and get some of this business. I 
am frank toadmit that this regulation is a bar, It was 
one more bar against free full play of competition. Mr. 
Plotkins objects to the Imperial Cil Company's credit 
cards. fet us have lots of credit cards. Let us have 
no bars at all because I now see the ramificetions of 
this problem and we will never get any relief for the 
consumer until there 1S Geererrs 
MR. NOLAN: Government Board. 
MR. FRAWLEY: Wo. IT am quite in 
the other reaim entirely. There will hever be any 
relief to the consumer until there has resulted from 
the full play of the competitive forces a roduetion in 
the tank waggon price through the instrumentality of the one 
man who has anything to say about it, Mr. A. B Halvorsen. 
MR. GOMMISSIONRER LIPSETT: Well, Mr. Frawley, 
Would that involve recommending some amendment to the 
Statute? 
MR. FRAWLEY: Oh yes, I think it woulda. 
i would think you would have to do that. But it is the 
merest little thing. I mean I am not impressed very much. 
Tt is just something, frankly, you know, one should not 
boast, bus it is just something Mr.Cottle and I myself put 
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ethics into the marketing system. But we were doing it 
Without any regard to the considerations that have emerged 
from this Gommission. ‘ie were endeavouring to be orthodox. 

If we must stend guilty, why we must plead guilty to that. 

WR. COMMISSIONER LIPSS&TT: Iwas only trying to 

get at your views as to what ghould be done to that. 

MR. FRAWLEY: I do not know.the detail 

or the technique of it. -I think the principle there is 

that there must be no obstacles put in the way of the 
legitimate efforts, short of fraud and dishonesty of course, 
to get gallonage on the part of those people that are seeking - 
gallonags, as against those who are defending their gallonage. 
MR. COMIISSIONER LIPSETT: Would you limit that then 

or would you enfores that those retail outlets would have 

to post the prices that they would sell to these various 
classes at? 

MR. FRAWLEY: Oh yes, post all the prices. 
They must post all their prices openly so that you can go 

into there and you can demand your price. You can say 

"T come within that third classification" or second or 

first or fifth or whatever it is. 

MR. COMMISSIGNER LIPSETT: Onee you posted four 
prices, say l cent, 2 cemts, 3 cents and 4 cents over the 
cost, for four various classes, do you think any retailer 
could stand up against the demand that if I were in class 

3 and I would go and ask him to put me in class ¢ and tell 
him if he would not do it I would goto the station next 
door? 

MR. FRAWLAY: There would he @ certain 
classification if you are operating a commercial vehicle. 


That is one thing, but if you were operating a Meroury 
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passenger car that is something else. 

MR. COMIISSIONER LIPSKTT: Don't you think pressure 
would be so great that the retailer would get down to a 
lower price? 

MR. FRAWLEY: They would be all in 
different classifications. <A passenger driver would 

not expect to get in under tractors. 

THE CHAIRMAN: Do you think that is a 
classification that should be established by legislation? 
Or Which the retailer should do? 

MR. FRALEY: Mr. Plotkins is doing that. 
He is doing it very openly. if you are | “doctor Or 7a 
lawyer or an insurance agent or anyone who can send a 
little card to his company saying you use your car in 

the transaction of your business or profession, you get a 
certain price that is less than that I could get if I 
walked in to buy some gasoline. 

MR. COMMISSIONER LIPSBETT: Would it not mean that 
the whole thing would become disorganized because in 
addition to these four classes that each retailer would 
have to have a elass of people whose pressure is too 
strong to withstand, and they would go to each one and get 
a better price? 7 

MR2 PRAWLEY: That is competition 
whereas I say Regulation 38 is probably a bar to competition. 
It is a bar to the full play of the competitive forces 
that these companies are so kean about. As far as I am 
coneerned I want lots of that. 

MR. COMZISSIONER LIPSET?: You say competition, but 
it must be such competition that every rival consumer will 


know all about it. 
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MAOUPRAULEY : Suite: I do not suppose 
Mr. Halvorsen when he was talking about the merits of the 
competitive system ever supposed I was going to say 
that is a thing wmich should be done in a service station, 
because he does not want any part of that Plotkins' system 
in his service station presumably. Therefore he won't adopt 
tie ee y it there.is anything in it let us have it. 
Let us not stop anybody from doing it. And one thing it 
does, it clears up or will tend to clear up the evil of 
the commereial consumer, because if you permit the retailer 
to go out and gstablish a special price for the wholesale 
grocer with a view to gotting him away from the oil company, 
as such, well that is something. Well now, that is getting 
into the retail rargin which I intend to discuss later on. 
Now I want to say a few words about the Montana situation. 
I say first we know that the infiltration of petroleum 
products from Montana has an effect upor the Southern 
Alberta price structure. ‘ie know that from the evidence. 
And it has that effect two ways. One, directly insofar as 
consumer imports and dealer imports by sueh dealers as 
Trimble, because those imports result in lower costs to 
the consumer. That is established. That is what the 
British American regarded as unfair competition,if you 
jJikes But I am not dealing with that for the moment. 
I am dealing with the affect of the imports. I say we 
know that they have an effect upon the Southern Alberta 
price structure. The farmer who imports or the farmer who 
buys from Trimble has a lower cost laid down on his farm. 
Secondly, it has this 
effect, an indirect one, through the potential threat 


which the Texas imports are to the price Leaders! gallonage. 
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Ido not think there is any doubt about it at all that 

the Texas Company has this effect. It is ge subtle 

effect. It is an effect which is only realized in the 

long swing but they have an effect on the price leaders! 
gallonage- Quality too, I think, has something to do with 
it. Ido not think there is any gqueston about it, thet 
notwithstanding the efforts of the British American, and 

they are certainly striving and I do not speak critically 

at all, but they will over a period iron out the difficulties 
and they will be making just as good gasoline as the Texas 


a = 


Company. I am speaking now of Sky Chief. I am speaking of 


the premium product, because from the svideres if one is 
taught anything from the specifications filel the Texes 
Company's Ethyl seens to be a Superior product, on paper 
anyway, to the comparable producteoeceans 


MR. COMMISSIONER LIPSETT: In fact you might -say 


both on paper and over the air. 


MR. FRAWLEY: Yes, on paper and over 
the air. _ 

MR .HARVIE: Over the aiz 1 think 
mostly. 

MR. FRAVLSY: The dmperia Ll, of courge, 


is not to be regarded too critically because they are just 
very soon now getting into their new plant- Certainly 

great things are to be expected from them. f have no 

doubt both British American and the Imperial will be making 

as good gasoline as Sky Chief very shortly. <An¢ Mr. Mayland 
too. Now that is all right, but at the moment there certainly 
is gallonage going to the Texas Gompeny b3scaguse of the 

effect of advertising or the appeal that is being mece to 


the consumer, the quality appeal that is being rade to the 
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gonsumer. Now those uve the two things, the direet effect 
on the price structure for those people who buy products 
in Southern Alberte and the indirect effect on the Imperial 
tank waggon prices because of the Texas Company's imports. 
I say the Texas Company's imports because they are the 

only ones who really reach through all Alberta. Those are 
two effects. Now the British American I think it must be 
admitted appear to have made out a case that the Alberta 
farmer is treated differently than his Montama counterpart. 
You will find Mr. Bostock's evidence on that point in 
Volume 123. 1 need not refer you to any particular page. 
It would mean spending too much time on something tht is 
not sufficiently important. Mr. Harvie has probably 
covered it quite fuily anyway. The Exhibit number is 
probably all you would like to look at. Those two sets 

of invoices, Montana Farmer and Alberta Farmer. Exhibit 
n627™ (a), (ob), (e¢) and (d), and I suggsst that is all 

the British American Compa y has made out, the ease that 
the Alberte consumer gets a little better of it from 

these Northern Montana refineries. But that is so small. 
uy want to refer to the gallonags, to the comparable 
gallonage of these two kinds of imports. The Texas Company 
of Camda - yes, ~ they were about 13%, 12.95% of all of 
the 1936 fallonage sold was imported from Montana. 

12.95 or about 13%. Now of that 12.95% 9.80% was 

impar ted by tbe Texa.. Company. 9-80 of 12.95 which 

leaves a balance, a very very small quantity imported 

by all the other dealers and the importers - all the 

other dealers and consumer importers. Now my submission 

is this, unless and until the largest importer - and that 


is the Texas Sompany - is shut off by more strict enforcement 
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of the Dominion regulations,if there be any violation, 
of course, that unless and until the largest importer 

is shut off, then the smaller desler and farmer importer 
should not be harrassed, 

In the nature of things 
the Texas imports cannot be shut out, because it is fairly 
obvious that if it were rulei that the present invoice 
price of 6.25 cents was too low, the parent compmy would 
Simply increase the invoice price and we would have the 
Single net result of merely increasing the Alberta operating 
deficit. 

so that it would be dis- 
crimination against the farmer consumer importer or against 
Trimble's customers to take from them in that way the price 
advantage which they now enjoy. Now that is simple and I 
am sure quite clear. If the Texas auutrae mee to be 
shut off a wholly different consideration would arise. 

Then there might be something to talk about. But I say 
that the Texas Compay cannot » because as I soe it it wold 
be practically impossible to shut off the Texas Company. 
They could circumvent the customs regulations so easily, 
unless fresh regulations were made. But as the regulations 
nov stand it seems to me they would only have to increase 
their invoice price and so avoid any question of dumping 
duty. But until that could be done then I say that the 
individual farmer importer and the customers who are buying 
from Trimble, should not be interfered with. 4nd I point 
out that the effeet on the consumption of Turner Valley 
erude to cut off the farmer importer only, the Texas 
Company not being able to be dealt with, would be just 


negligible. It would mean so little extra production in 
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Turner Valley per day that it would be hardly worth 
while talking about. But the Texas production, that is 
Something else entirely. Now I want to mention again 
that the Hthyl Corporation licencing policies have a 
restrictive effect. If this "Q" gasoline could be 
imported freely from Monta nae.s.so- 

THE CHATR MAN: What have you to say 
about the.....you say if and when the Texas Company is 
put in a certain position, it will be time enough to 
deal with this. Well should it be there now, the Texas 
Company? 

MR. FRAWLEY: Should they be stopped 
now? well reviewing tne evidenes there, Mr.Chairman, the 
evidence shows that they bought at 6.25 cents. ‘ie do not 
know wheat they paid, what that same selling company, the 
Texas of Delaware, sold to other persons comparable. I 
think the evidence shows that they sold at the same price. 
That is what Mr. Meltabarger said. Mr. Meltabarger 
personally found out for us and told us that his Montana 
opposite number, the Montane marketing company comparable 
to Mr. Meltebarger here, paid 6% cents at the refinery. 
Now, of course, whether or not these inter-compa ny 
transactions are the ones whieh should be used as a test 
I do not know. But frankly Iwas not troubling myself 
very much, to be very frank about it, Mre Chairman, I 
was simply leaving that to the Dominion Government 

They have ways and means and they are down in New York 
now examining ee in deteil, to come to a conelusion 
whether that very same thing was right. Whether or not 
the 6% eents at which they were selling to Canada was a 


fair market value for home consumption. It is pretty 
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difficult to be able ve v intelligently to comment upon 

that when we know so little about it. Mr. Russell came 

and you Will recall his reaction was that he Gid not know. 
He just had to go and investigate it. He had to go to 

New York to look into it. 

THs CHAIRMAN: My memory of the gist 

of his evidence was thet they sev up anti-dumping laws which 
they did not enforce unless somebody makes enough noise so 
as to disturb the Department. If a competitor kicks..... 
MR. FRAVLSY: Yes, they operate on 
complaints. They have not very close supervision. The 
Customs collector at the port just passes them by. 

THE CHAIRMAN: The law is there but it 
is only to be enforced if it is asked to be. if there is 

@ request for its enforcement. 

MRe FRAWLEY: . Yes, We thi nk Sos. Vel 

think thet is not an unfair way of putting it at all. f 
think that is the effect. This Commission es recommend 
to His Honour, the Lieutenant-Governor that His Honour in 
turn eall to the attention of the Minister of National 
Revenue some of these things. You secs we know that it is now 
presently before the Minister of National Revenue, perhaps 
largely thanks to this Commissi on. 

THE CHAI RMA: without any doubt. 

WR. FRAWLEY: As Mr. Cottle points out, 
as I have just said a moment ago, what difference would it 
be to the Texas Company. They would simply charge themselves 
"2 cents. That is all. And they would say "Very well, Mr. 
Dominion Government, our invoice price is 7% cents," and 

all that would do would be to add to the red ink in the 


Provinee of alberta. 
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TIf CHAIRMAN: . If they, to use your 

language, charged themselves some more as a subterfuge, 

that should not avail them with a body that is serious in 

enforcing its law? 

MR« FRALEY: My answer to Mr Cottle's 

suggestion is they eould change the law. We are not going 

to be circumvented by any such subterfuge. That could be 

done, the regulation could be changed. I do not see that 

something should not be done if the Dominion Government 

put their minds to it. There are always two sides to 

a question. Is the Texas Company doing any good in this 

Provinee at all? Well I wonder it is not keepong Mr. 

Halverson keen on his toes and if it is let us have the 
Texas Company. 

THE CHAIRMAN: I wonder if to be con- 
sistent you should not say that the Anti-dumping law 

Should gc, and let them in free. 

MR FRALEY: I think there is a happy 

medium. There is a plafe where a line has to be drawn. You 

cannot go the whole way for the producer and say " Never 

mind the consumer. Never mind the good effect of supplying 

competition." Of course, you see it is very intensive, and 

the producer might say to me "Well what good has the Texas 

Company done in this Province? ‘shat good has it done?" _ 

Of course, it is one of the subtleties and you would have 

to go back - well now, it would be almost incapable of 

defining the good which the Texas Company has done. 

You see this is how the whole Texas operation strikes 

me. Let us assume nowonly for the purposes of this 

discussion that they make better gasoline. But that is not 


good enough so far as the consumer is concerned.» It does 
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not mean enough to him to put Texas gasoline in his car 

and gO down the road and say "This is a better product than 
I am getting from the Imperial.” It is too indefinable.eas 
I would much rather buy the same gasoline from the Imperial 
and buy it at less. I would rether have the Texas Company 
giving us some real price competition. Price competition 
rather than quality competition. It is too indefina ble. 

So that would be the producer's answer to me and he would 
probably be right and then he would probably say "How long 
have we got to wait uhtil the Texas Company - well they 
never will do it on their own, we need not expect price 
reduction from the Texas Company. That is as plain as it 
possibly can be, with the red ink they are now showing on 
their operations in Alberte. ‘ie cannot expect anything 
from them directly. All right. Indirectly. Indirectly 
they might bother My. Halvorsen. Nov I have someth ing 

to say ebout that when we come to try to measure the 

length of this long swing. It is pretty hopelessly long 

as far as I ean nake it out, from what the experience was 
in the third structure. 

THH CHAIR MSN: I suppose the effect 

of the evidence is if a competitor is getting away enough 
business by means of advertising or producing a better 

product or anything else, in due course that will lower 

the price, because the person who may be able to command 
the price, or the person who has to meet, that competi tive 
situation, will lower the price and try to meet Aju Lae 

Cannot mect it in-other ways. 

MR. FRAWLEY: That is the only effect- 


ive weapon he has, the witnesses tell us» Mr.Halvorsen 
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has only one weapon. Wo, he can start making Sky Chief 
gasoline. 

THE CHAIRMAN: - Unless he is making a 
better one already. 

MR. FRAWLEY: That is true. 

MR. COMMISSIONER LIPSETT: How would that wor out % 
It is easy to see that there is very intwmse competition 
with Texas at the present moment but is it the type of 
competition that you would think is desirable in this 
Provinee? That the Texas Compmy should pick out the plum 
points, the best points and compete intensely there as 
against @ company thet is serving the whole Provim 6? 
Might not the effect of that, while it looks very desirable 
at the first look, might not the effect of that be that 

the Imperial if they have to live at all, might have to 

put up the price in other parts of the Frovince where the 
Texas competition is not in existenee and, a fortiori, 

that would apply in the case of competition like Trimble's. 
MR. FRAWLEY: I am not going to give 
upe I have been driven to this position and I am not going 
to give up any one thing that will work on ir. Halvorsen 
who is the price leader. I cannot fix the price. That 
seems to me just the difficulty. I cannot take a cost 

plus price, cost plus a margin as I once thought, and fix 
it and say to Mr. Halvorsen "Meet that." So I have to go 
at. him another way. 

MR. COMMISSIONER LIPOLTT: I appreciate that, 
Mr.Frawley, very much, but might we not, accepting that 
view, be driving Mr. Halvorsen to a position where he will 
have to have one priee for Calgary and wherever the Texas 


is, and a considerably higher price at points where Texas 
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and Trimble are not. 

Ma. FRAWL BY: The Texas has a pretty 

comprehensive distribution all over Alberta, except in 

the Pea®e River. They are in Bdmonton, Jasper, Camrose, 
they are pretty well distributed here and there. 

THE CHAIRMAN: Where there is a fair 

population. 

MR. FRANL EY: Yes, just at places where 
they hit the Imperial probably on gallonage. 

MR. NOLAN: They have 17 outlets in 
the Province. That is very fair. That is one for each 
electoral district. 

MR. FPRAVLAY: Let us see where they 

are. They are pretty widespread of course. If that is 
unfair competition, if that is buying business as I 

onee thought it was, it is pretty difficult. It is pretty 
difficult this Texas competition for the Imperial. 

Apparently with a limitless amount of money to bring up 

to this Province and operate an industry, build stations 

all over the placo, remodel others, face lifting as pvr. 
Frey calls it, an extensive radio program ana good quality 

gasoline. 1l these things - well they should have no 
difficulty with the quality of gasoline, that should not 

bother them — but it is protty difficult to meet that 
competition. But Mr. Halvorsen never whimpers about 
that. That is all right. He will meet the Texas competition 
in his stride, if I may be allowed to say so. He does 

not vant me fixing the prices or having anything to do with 
it. So I have to play Mr. Halvorsen's own game with him 

and give him lots of competition, and to see there are no 


bars to competition. 
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MR. COMMISSIONER LIPSETT: Will there be some 
advantage if the Government takes a hand for instance, 

and made it a condition of the licenee that it would be 
disclosed to the public that certain gasolines were imported 
as distinct from gasolines manufactured from Alberta erude 
ently’ 

Mie HiA WE BY Well suppose we go the 
Whole limit and have the Dominion Government shut it off, 
put an embargo on it. 

MR. COMIISSIONER LIPSBTT: we Cannot make a 
recommendation, I suppose? except indirectly to the 

Dominion Government. 

MR. FRA-LaY: Yes. But we would not 
want thet. As I presently see what we ere faced with, it 

is very difficult to take away, just to take away the 

Texas competition from Mr. Halvorsen. I think he 

would slow up too much. The long swing would lengthen 

out. 

MR. COMMISSIONER LIPSETT: Supposing that compotition 
was able to be intensified to the extent that the Imperial 
or British American eould not continues to operate in this 
Provinee, would you think that would be a desirable result? 
MR. FRAVLEY: Oh noe Now we are 
getting to the point where we have the Commission to come 

in to have the Government put a minimum price, or take a 
hand in it. My whole premise is on the basic proposition 
that the price of gasoline can well come down in dlberta. 
THE CHALRMAN: WEllecceece 


(at this stage the Hearing was adjourned until 10;00 A.M.. 
December 28th, 1939). 
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THE CHAIRMAN: All vight, Mr. Frawley. 
MRe FRAWLEY : Now lire Chairman, I 


think I had said just about all I had intended to say 
about the subject of Montana importations and Southern 
Alberta. 

I was very frankly ap- 
proeching it entirely from the same point of view that 
I had been approaching all of these subjects and that 
is consistent with not ruining the Alberta oil industry 
but facing the facts as we have them and the principal 
fact being the continuation of the Texas Company's im- 
portations; that being the outstanding fact and one 
seemingly that cannot easily be disposed of, notwith- 
standing the efforts of the Department of National 
nevenue in that we know nothing about what they are 
doing but it would seem to be e very simple matter be- 
cause it has been some time now since Mr. nussell left 
and if the Texas imports were to be found fault with, 
one would think that would have been done some time 
since and then of course there is the other aspect of 
the Texas imports that, even assuming the Department of 
National Revenue finds that there was a violation of the 
Anti-Dumping Regulations now, surely all that would be 
necessery,-without some fresh legislation which means 
another session of Parliament,-all that would be needed 
to be done would seem to be to increase the invoice 
price tm the Canadian subsidiary so my premise, the be- 


ginning of my discussion of Southern Alberta is all 


premised upon that fact, the fact that the Texas Company 
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does continue, so I say that being the fact thenthere 
should not be any intertebrsnds with the smaller in- 
dividual importer}; first of 211 because it would seem 
to be discriminatiéh but beyond that,-ana that is tot 
very important to this Commission beceuse if the 
Dominion Governaent felt that the individual importers 
were violating the Customs negulations, presumably they 
would be stopped in any event but it would seem to be 
not quite fair when one looks at the smellness of the 
imports compared with the Texas imports which seemingly 
have to be faced, but as you put it to me yesterday, ifr. 
Chairman, to be consistent, I would say that more and 
more gasoline should come in because it affords come 
petition to the price leader, but of course it would be 
much, much better, much better for everybody, every one, 
including the oil industry, if the Teras Company, still 
carrying on their aggressive sales campaign, were using 
Alberta crude oil; rut still carrying on their campaign 
of advertising, still making what is rather accepted as 
being a gocd gasoline, a very good gasoline, they could 
have just as much effect on the price leader without the 
annoyance of heving foreign gaso ine com ng in, every 
gallon of which displaces, undoubtedly displaces /lberta 
production. Now I think there is no inconsistency about 
my position. I accept the Texas Company's position as I 
iS 68S Bh Ng 
THE CHAIRMAN: _ I do not know just what is 
your position, would you, if you could, remove the dumping 
laws, the Anti-Dumping Laws, and let all gasoline from 


Wontana that could find its way in here without artificial 
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barriers of any kind, come in. 


idRe FRAWLEY: Nos 
THE OHAIRWAN! To provide competition. 
wR! FRAWLEY} Nod I would not. Definitely 


I woulé not and if I wete intonsistent in my submissions 
on that, I would stand inconsistent, I would prefer to 


be inconsistent in thet respect and if I could do it TI 


would shut cff the Montane gasoline and that would force 


the Texas Company which is now getting its feet into 

the marketing, the alberta marketing picture and it would 
be good business, and it would seem to me it would warrant 
me in saying that they would have to go, then go ,to an 
Alberta refinery and make an arrangement and have their 
gasoline refined, so as between the two positions I very 
frankly choose the one which would exclude the foreign 
product definitely but accepting that as I find it, then 

I think I am entitled to premise certain submissions upon 
that and Il say that the Texas Company is giving the price 
leader something to concern himself about. It is the long 
Swing and [ do not look for anything very, very soon, sub- 
ject to what my regulatory commission might do. I do not 
look for anything very soon from the mere existence of the 
Texas Company in this Province. It is difficult to say 
jnougn; bls difficult te say and to you I would pay=*-- 
THE CHAIRMAN: If that is the primary 
consideration, to keep Mr. Halverson alive, as you say, 
snd the need for reducing the price of gasoline to the 
consumer, I wonder why you want all the Montana gasoline 


in here. 


MR. FRAWLEY: Because I am then faced with 
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two,-Il am very frank about it, I am faced with two 
public needs in this Province; two public needs; ifeL 
may use the exprebsion, coud for the consumer and the 
need for the development of the oil industry which in+ 
-Custry will develop I think if it gets more demand 

for its products. It is healthy, it would be a healthy 
condition I think, it would be a healthy condition I 
think for the Alberta industry if no wontana gasoline 
or Montana crude came into this Provinee-=---- 

THE CHAIRMAN: That certainly would be 


good. for the producers. 


MR. FRAWLEY: Yess Now up to that 
Doel nie ie 
THE CHATHE AN: but that definitely in- 


terferes with your theory in connection with reducing 

the price to consumers by letting competition have its 
fullest possible sway. 

WMRe FRAWLLY: Theat Ds quite raght vena 
am not making any apology for that. If that is incon- 
sistent, I cannot afford to turn my back entirely on this 
industry of mine because I represent the people of Alberta, 
all the people of Alberta I hope and I am primarily con+ 
cerned, not primarily but I am largely concernec, largely 
concerned with the priee of gasoline. One must remember, 
one must remember perhaps, it is true, it was enlarged 
and did become an all-embracing inquiry, this in- 
quiry did, but one must remember it began entirely as a 
spread inguiry, a spread, an inquiry as to what lies in 
between the price of crude aud the price of gasoline. 
One might have argued from that that the mover of the 


resolution and the legislature in passing the resolution 
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5 oO Li OY. 
was content with the price of crude and wanted the Com- 
mission to inquire into the spread only. However, his 
Honor the Lieutenant-Governor's Commission was a very 
brcad one and it was a proper thing that it should have 
been; a very useful and advantageous enlargement of the 
resolution bedause how his Honor the Lieutenant-Governor- 
in=Couhcil is going to have a report on all aspedts of 
the oil industry but I am merely saying in passing---- 
THE CHATRMAN ;: I can quite conceive here, 
I do not just want to seem to be pointing »ut incon- 
Sistencies, I can quite conceive of you saying "There is 


a middle course", well, if that is your point---- 


Mahe FPRAWLLY : Up to a point, yes, quite 
SO. 
THE CHATRu AN ; Then what is that middle 


course you suggest. 

MRe FRAWLEY: way I say this, if it is 
not too much of a gererality, I do not think that the 
Alberta motorists as such should promote the Alberta 
industry, should be the only persons who provide the si- 
news for the development of the oil industry end the 
Penne Gr aride oll for inatance. I think ‘thet Lae 
matter of Provincial eluate Provincial-wide policy, it 
goes into the whole Provincial economics and ‘I think 
ever yoody is interested in the promotion of the oil in- 
dustry and the finidng of new oil fields and in the 
wise and sane development of the markets for the products 
of the existing oil fields. I think that is the bue- 
iness of every citizen in Alberta but I think, accepting 


that, accepting the need for the encouragement of that 
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industry, a very great need for the help of that industry,- 
and if i may be sb bold as tO say, I think it is getting a 
great deal of encouragenent from the citizens at large, 

and the Provincial Government but consistent with all that, 
it seems to me that I am entitled,-and I feel indeed it is 
my auty,-to point out all the ways and means lying in that 
proper range, whereby the price of gasoline can be re- 
duced, whereby competition can be made more keen and only, 
only as part of that general submission, do I say what I 
have said, and 40 say now about the Texas Company, it is 

an existing fact, it happens to be wontana, it would be 
much better if it were slberta crude they were using-~-- 
THE CHAIRMAN: You want competition con- 
sistent with a continued sane and steady development of 


Turner Valley. 


MRe FRAWLEY: NWO question about that. 
THE CHATRMAN ; That is your submission no 
doubt. 

MRe FRAWLEY: That is precisely it, that 


is fundamental in all my submissions. 

THE CHATRMAN: Now is it not right to say 
that what you have been saying to us yesterday would re- 
solve itself into this, that you want a reduction in the 
price of gasoline to the consumer consistent with those 

who control that price being able to obtain a fair re- 


turn upon the money which they have invested in the in- 


dustry. 
MA» FRAWLLY: Oh quite, naturally so. 
wik « NOLAN: 690 « 


MRe FRAWLEY: And I do not seek to do 


oe 
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7 Pod ge oo 
ahy harm, and I do not see now what my friend means 
when he says I suggested this industry Should functioa 
on 6%. 7 Hit nd$i I said it shbula function on 10%, 
that is wmtI said and no more. You are quite right, 
ir. Chairman, I say that none of my submissions go the 
length of risking for one moment the capital which the 
Imperial Oil has invested in this Province, not at all, 
and I am sure the Commission has, and I trust the read 
ing public of Alberta and all of its citizens have an 
appreciation of that responsibility end that goes for 
my friend's clients, iix. Nolan's clients and ir. Harvie's 
clients and every unit in the industry, no question 
about that ,but I think that an intelligent observation 
of this industry, a close and intelligent observation vf 
this industry, a study of their costs from period to 
period, and thet is one of the things I will submit is 
the function of the board which I intend to submit 
should be recommended, I suggest that such a study will 
probably result in Paring down some of those costs in 
Exhibit, whatever it is, the million and some hundred 
Thousaio cdOllars;, here it is right here, I think that is 


Soyer yamportent thing, Exhibit "oo9" TL think 1%, Is--e- 


THE CHAIRMAN: Mir. Frawley. 
Mme ERAWLLY: Yes, wr. Gheirman. 
THE CHALRW, AN: This may be taking you out 


of what you are immediately on but you just mentioned, 
as the result of some aside between Counsel, that you 
thought that a 10% return was enough for ir. Nolan's 

client or for any other unit in the industry. We had 


a division in connection with the returns to the company 
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alluded to. 
MRe FRAWLEY: You say we had something 
from the company? 
THE CHATRMAN : We had a division in their 
activities. 
MR. FRAWLEY; Oh yes. 
THE CHATRM AN: The company alludeée to in 


the first instance, the lmperial, that is as a marketer 
and a refiner. 

WMRe FPRAWL£Y: Yes, 

THE CHATHMAN: We found, and I never seem 
LO sheave the notes [I want with me, but you did tell us 
that the marketing retum was~--~- 

MR. FRAWLLY: Well it was 10.57% as we 
originally constructed our notes but the reductions of 
July and October 1969, and then taking, applying those 
as you know to the 1968 costs-<-+ 

THE CHAT RWAN : Yes. 

MRe FRAWLEY: keduced the rate of re- 
turn from 10.57% to 7.56%. 

THE CHATRVAN: Now that you say is the 
net return on the capital invested in connection with 
marketing. . 

WRe FRAWLEY: The proper way of putting 
hu perneD ssi 6-——— 

MR. COTTLE: Based on today's prices 
and the 1938 volume and the costs expericneed. 

THE CHAIRMAN: Today's». 

MRe COTTLE: Today's prices, the 1928 


volume and the 1938 costs' experience. 
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MiRe FRAWLEY: I think it is important 
to keep that in mind, it is today's prices; today's 
realization, treat ing it on today's prices and the 1928 
costs and profits performance. 

MAJOR LIPSLTT} And volume. 

Mike FRAWLEY: And volume. It is a sort 
of superimposition, well that is exactly what it is, it 


is superimposing on the 1936 actual figures the 19389 


prices. 

MRe COTTLE: Today's prices. 

MR. FRAWLEY : Today's prices. 

THE CHAIRMAN: Yess Now that is 7.56%. 
MR. FRAWLEY: Yes. 

THE CHAIRMAN: Now would you mind tell- 


ing me again the refining. 

Mie FRAWLEY: The refining as appears 
Promuax np "“7/oeo", the folder of Dr..Brown'’s Exhibits, 
is: 1290857 that is the actual 1938, 12.68%, 12.68%, 

that is excluding the 1.7% which they made on the B. A.'s 
run. 

THE CHAL AM AN: Now that takes into ac 
count, mr. Cottle, what we all agreed, I think, that 

they must absorb 25¢. 

MRe COTTLE: No, that does not take into 
account the absorption. There will have te be @ change 
meade for that. 

THE CHAIRMAN; Now let us get this fin- 
ally if it will not take too long. 

MR. NOLAN: The reason they did not 


take the 24¢ in was that that was historical, that was 
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the 1988 operation but all the others you did take in. 


THE CHAIRMAN: 


Yes, but we can come more 


hearly to the actual if we take it all, ¢oulan't we, 


Mire Cottle? 

MR. COTTLE: 

In Wr Frawley's argument he 
"732" Which is the estimated 
plant. 

THE CHALHWAN: 

to a0 that» 

MR. COTTLE: 

THE CH ATRWAN: 

long. 

MR. COTTLE: 

either. 

THE CHAIRYAN: 

Loy WOULd that 


minutes to do 


MA. COTTLE: 


Yea, that is quite right. 
ised shéet No. 4 in pxhibit 
1940 operation of the new 

Now would it be difficult 


NO, 00% 25 dais 


Well will it take very 


No, it will not take long 


if we allowed you 10 


be suriiclens. 


Yes, Mr. Frawley can carry 


On and [ will do it:in five or ten minutes and ¢ome Fagsna 


up again, 
THE CHATHM AN: 
ite 


TP think we will just wait, if 


MR. COTTLE: 


L think we had better have 


ie went tbo ask about this before we @o on if 1 Gan. 


you do not mind, Mr- Gottle. 


Yess 


(an adjournment of five minutes was here taken). 
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WAR. COTTLE: fT have m&édeé a computation, 

eae, Cheeni bit "ooo". Ye find the total throughput of 
crude in the refinery of approximately 1,200,000" barrela 
in the year 1928. | oe ponte a barrel on that through, «3 
amounts to %47,500.00. ‘That represents an increase in the 
cost of crude at the refinery of $47,500.00. That would 
reduce the earnings shown on the Exhibit by $47,500.00, 

but would save the income tax of 22%, which is ‘310,450.00, 
thus reducing the net earnings by $37,050.00. That reduction 
represents Tee 5% on the return on the total capital employed 


in that year of 42,976,000.00 and reduces the 12.68% to 


11.43%. 
MR. COMMISSIONER LIPSa??: What are the last two percentages? 
vin COTTE: 12.68%, which was the actual 


performance, would have been reduced by 1.25%, reducing it 
60s 45%. 

TH CHAIR™AN: Now, Mr. Prawiey, the reaser, 

I wanted to arrive at this at this tire was I want to 
understand if I can why you say 10% for this company is not 
unreasonable; and how it is that you can disassociat2 its 
marketing and its refining and say 7.56 1s al: Prete ous, 

I forget that, and we come to its marketing and 11.43 

is too high. Now, I am not unmindful that Dr. “rown gives a 
different rate of return in connection with different matters 
in connection with refining, something I, perhaps, do not 
fully understand. T’Gnderstand it in they iv Ls to be 
expected that different parts of the machine, if I may So 
speak of it, will earn less money than others. But from the 
standpoint of the return on the capital that the investor 
hes put in it strikes me there is one rate Of PS re. iia 


has got so much of his money. For every %100.00 he has puv 


BOps BAPE S, «5 3 


* 
ehet ‘.) 


T-1 


-17,684- 
J, os #rawiey, «. 0, 


in he has got so much back. Now if we think of this 
company as an entity, as we should think of it surely, 

it is both a refiner and marketer, and to what extent does 
ivs protit exceed 10%, if any? 

MR. FRAWLSY: vy answer to that is I have 
always understood from Mr. Cottle in his calculations and 
Dr. Brown's, is they have segregated the operations and they 
do not permit - I want Mr. Cottle to correct me if I am 
wrong - they do not permit of adding the rate of return on 
marketing and the rate of return on refining. I understood 
those were two separate things. 

THE CHATRMAN: FPernaps not. But if you se ec 
individual have put up all the capital employed in the 
performance and the functions of this company, namely, those 
(eerie rs oud marketers. 

MR. FRAWLEY : It would not matter to me----- 
THE CHATRMAN: You would certainly 

have somebody show you what you got back on your money. 

You would not be content to be told "isow, we cannot mix 
marketing and refining." 

MR. FRALEY: I will go further than that. 
THE CHAIR AN: Surely this all means something 
that the person who is putting up the capital did get some- 
thing back on his money. «nd how mech? 

iWRe FRAWURY: ve know that. ‘Ye can go back 
to the financial returns filed by the company and we do know 
that they got 5.43% on their total operations in Canada. 
That is exclusive of the South american business. 

THE CHAIRMAN: But we do not know what they got 


TO ALDer ta e 


vk te “Dome rade we CRE d tong “bia of sige 
= 7 ie ie 


‘ 4 
oe a ae ice er eerie ye 5 i “aoe 
, Voces a4 ‘abut ee pore Ae ‘as: eg dita ‘aa 


ies Ap ‘ rf ai ° seh ea ae 


= Rf te See Pe er ak See ia 
cama fede Gury oy Tae ote eaten tala “on a 


io 

Nace 
j v mn id a Vt 4 *: . 7 
jo Aion Be st eo Sor ‘Paeoxs. Riad. y 


y ‘Sex e 


. ae Fi 
eb bey 2) ORR RD Ns be 4k ieee at . 7 


; ; i , ; 
a Pig i 
+ : ah = 0 ae ea Te ¥; re Ae ihe een o sti B4 8 nie ‘a 
co reg) LG Le WD Sp aga, <a aoe %: 0) on . yw. 
Me pe it ee i ; , on 
i” : : : es. Nae Poe, rcs ae se es ee 7 an 
A. p r + ke ek Re ES Gh | ais ial . — att at 
vray i es by pet as eis -DOF ia 9 ree Svan | Ce Mave? Awe - 
«A 4 - 
pan ado * Sarasa 
\ hata ey ai ee ee eae goes lee ‘fea. GA 
Roxon oF°e est) Vo Paew de Cae = ; 
¢ 4 ; 
. | -ciiNknal ua ‘aeoteaa wich ale glee aan 
wbooiae So Beier end waihBbe 16 alee Fon a at fe) 


‘ : ; - « i} y! Hi ee a. 0 og fe ig ; rf ve "s Pay & Sb di Reed on “ght a aaain 


se 
pad 
sr 


eae ‘eat 


ee “on tee rt | iit 8 witty ns ; rset abt mt 


4 ' ' i Noh se si de “ 
af * 42, yf i é ase at a ets . 1 , 4 . : r ’ ; 
en Ai ve pkun et ‘ eg . : re: iy i ay | 7 oe iJ 7 96 4 4 an tavb t rit + 
a =o. ohn Mike Sia eS eee at hee 
2. ¢itwa+ eae eae hp Berrian t On y Dre 0: cai tb ‘on 
bie: dl ig cles anechasel ie ‘- a’ oe , J Au s 
, ae ay, cco oa * 
Whos ee oo, as Lt iN 
<eretsodtent O06 “87 wis 
J i 
c F ra i a a a 
‘ we rem eb. 7 as 4 i 5 ry 
ame &) eehire bg Barer Fi 1a i ft 
; : ‘ re _ 
: et : 7 i ie ies yy ny ; roa 
, rae e es ee ipe 
i, i Fig at oe &) { 4% ile Pd » od Stee | LA ers 
~* 7 * . 
on wach ar Aoi ton voy Danley, Rosie OUR eae! 
syed Spon G 4 oO 2G lay YOY .s cid yo ‘ ® $V 
“1 
: : arr 
vim. ttadan oe Wet blag ed ot. Iaaynaoo Oo aoe Wictd uC 


iW - in 


Wis hy Tor: fn ut 


. 


: a j 5 5 a _ ‘ Dole : te a, , 7 i - 
eed aotd rodhi? on thin 3 feast 
ostitteacne peng Tie whit wiles bie 41h weit vir 


on ait 4 tag, ét ‘oaM sada “f 
hcg 4 Hut finer «Geir oie tha i ot ais 
Sond Sy Te hed a weil ei a vg Mate 
* ral’ Dif eee Bes a cise a) gil? ad sores ‘i 

ke eth ne dna wioen Lat of: drs: 


y +4 wit) a 


-17 ,685- 
J. ds. Hrawley, K.C, 


MR. FRAWLEY: Oh no, we do not know what the 
Gomparable fiseure to 5.43 is for its Alberta operations. 

Mr. Tanner expressed the opinion that they show a net earning 
of 5.43% on their operations in this country, Canadian. 

THE CHAIRMAN: That is what I wanted to follow 
up and find out if I can,on what principle do we proceed 

to say that they are getting more than that you say is right, 
namely 10%? 

MR. FRAWLEY: Yes,,l see the cdifvicuiny. 

THE CHAIRMAN: AS a Commission we have got to 
fone tvon Lairiy and. justly. If one accepted the view that 

&@ company of this kind, with the hazards that are associated 
with its business, that nobody disputes, is entitled to 10%, 
waich I gather you definitely do not dispute, and we do not 
know that it is even earning 10%, what is our premise to 

start from to see how we can cut them down. That is why I 
interrupted, to get that thought worked out if we could. 

MR. FRALEY : I do not know that I ean give 
you any answer at the moment. I would like to study that more. 
We were proceeding to show the results of the segregation 
of refining from marketing. We have said they made 

11% in marketing. We were taking the 1940 and saying 15% 
they will make on refining, and we think that is too much 
of a difference, between that and 10%. 

THE CHA TRUMAN: As I gather now, taking the 
evidence thas ig available to him, Mr. Cottle has arrived 
at the result of 11.42. 

MR. COTTE: On a point which no longer exists. 
MR. FRAWLEY: That is why we said you should 


not take that at all. 
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THE CHAIRMAN : As I understand it, Mr. Cottle, 
as an accountant, you are using your best judgment to arrive 
at what various estimates you can for the ------ 

MR. FRAWLEY: The 1938 operation. 

THE CHAIRMAN: No, you have taken the 1938 
volume, cost experience, but you have taken to-day's prices, 
haven't you? 

MR. COTTLE: Yes, the reason being to show 
what returns to-day's prices would give. Now, had there 
been no changes in price since the lst of January, 1938, 

we would Sisply have taken their actual performance in 1928. 
THE CHAIRMAN; Quite so, but as far as an 
accountant can you are looking into the future,or the 
immediate past rather? 

MR. COTTIE: No, not looking into the future. 
We are looking into the past but we are amending this so 

that it makes an intelligent, gives us intelligent information 
in relation to the prices as we see them to-day. It is in 
no sense an estimate of anything to be done in the future. 
MR. COMMISSIONER LIPSET?: Your estimate of what is going 
to happen in the future is based on page 4 of Mr. Frawley 's 
summary ? 

MR. COTTLE: Yes, and that was the reason for 
having Dr. Brown go into all these operations. 

MR. COMMISSION&ZR LIPSET?T: find timt figure you arrivedwat 
after allowing for the 2 cents on that page 4 is 14.19? 

MR. FRAWLEY: Rie tis right. e ow sec wae. 
Chairman, we seem to have been agreed among ourselves 
entirely, it is for the Commission to say finally, but we 


agreed among ourselves, and I think Dr. Brown joined with us, 
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_ that it was not right to take a plant that was gone, in part 


even physically gone, or in a large part gone, and say to 
His Honour, the Lieuten&ant-Governor-in-Couneil on the lst of 
February, 1940, that the price of gasoline should be so-and-so 
because in 1938, purely on the historical profit performance 
of the company, it was 11.43%. We thought that was not quite 
good enough and we must take . little credit for it because 
the suggestion came from yourself; Now is that good enough 
to take the historical performame? So acting on your 
Suggestion, Dr. Brown made this estimate and I have selected 
estimate No. 4 as seeming to be the most reasonable one, 
because it involves only one estimate by Dr. Brown. It is 

Mr. McCloskey's figures in every other respect. It is the 
meperial Oll in every other respect except one. 

THE CHAIRMAN: I go very slowly in this 
accounting business, and it is no use you talking about 
something I do not understand at least for my purposes. 

Just precisely what is this 11.43. let us have that explained 
in simple language. 

MR. FRAYLEY: Let me put it to you just in @ 
few figures. The total profit made by the Imperial Oil 
Limited in 1928---well, I can come immediately to it am 


make it more simple. 


THE CHAIRMAN: I do not care about how the 

calculation is made. It is the 1938 historical performance. 

MR. FRAWLEY: | Just as it was. 

THE CHAIRMAN: | You have applied to-day 's prices 
eps 

MR. FRAWLEY: To-day 's prices to it. 

THE CHAIRMAN: To this volume? 


MR. COTTLE: No, the 1938 volume and to-morrow's 
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crude cost. 

MR. FRA YIEY: Now, you have it}. Mr. Cottle 
adds that to to-morrow's crude cost, not to-day's crude cost. 
THE CHAIRMAN: All right, I think I understand 
that. Now then, have we any reason to anticipate, and if 


so why, that there will be more earned in 1940? 


MR. FRAWELSY: Then we go straight away to 
Dr. Brown's estimate No. 4. The yields are different, the 
whole performance is a different one. There is new capital. 


There are new yields from the crude because of the new 
processing arrangement. & new physical set-up. There ia 
new volume. That is an estimate but only the last is an 
estimate. it is all actual insofar as the money they will 
spend next year. 

THE CHAIRMAN: A lot more capital? 

MR. FRAWLEY: Lots more capital. All thaws 


taken into account. 


THE CHAIRMAN A different number of barrels? 
MR. FRAWLEY: A Lereer number Oo. barred. 
THE CHAIRMAN: How does he justify that? 

MR. FRAWLEY: Of course, you see that is the 


only exception which Mr. Nolan took to his whole evidence 
for the very good reason that everything else was handed to 
him py were Nolan's client. Mr. Nolan gquarrelled a bit 
with the 5500 barrels. i think ft. Nolan’ did mot quamrel 
as much as he might have quarrelled a year ago, because 
his favourable experience with the pipe line throughput 

has Led him to be much more cautious in his criticism of 
people who estimate their performance for the coming year. 


MR. NOLAN: mr. Chairman, I am no better 


ee p . a 
Aspiras aye 7 ut #34) ree Whee . wes 
a lite) aM ideinet Boe ctecy shart a! wort ote ot or ti 
7 is 


; e * 
ica ! : a . 
See? 

; Fd sls eee Re eee ve 4 
cern od at een te $ J . seer y eae. a are . 

nyre Os a 4 : teat ha Freee atins seal hy 
a TE: bate - ia ees Wee rs a i " > A Z hi of 

f as? * ® We % s + * 4 
i 
e 


Vv ake ae ie a com. Pied 
: i ci ” T if ry 6") xcs : 
oe Sean fer te co . "ee - . wi ie, 
ov eas Denne 
nent? AIA 
} d —- 
ae t 
ano ee ey yrs cee gE EN) ke ake ; “ 7 eo 
d os a. e Boa lie A é eae Fee t t ‘ ¢ : . 7. ur a *+ re nt i d Re ne a pees ae” * 
ene / ant ‘3 ae 
S55 ity a ae TU es oo a eae “i ae a cm ; 
Sonn wed, ? 
| we | breysttis & at op Aemr9%29q afouiw 
’ che : : ; : : 
J 4 , pa rege ae i ee EA ere MOE Sy es No ie bot “gi 
7 3) tM, boar Pr ee al ‘i ‘ tant 
Se ee a Tore atin of) mOTt SGUL82 5, wen ‘sth © y 
’ ; f i ‘ _ male M4 ‘ 
. #¥ A ne ay eee i 
, be she 4 * 2 4 
_ ae a aerate eds Ty, AY ( -—). . ae : by aaah | Be! 1. ares pate aero 7 
= - re =@ lat . 
sa : ' a ke a 
a br ® rE ca ee eee M 7 = ad as a 
to ate gp Pee mere tae eT ae 2 t . of? awit om wea. : 
i 4 } ei: to a 
: To tA ‘ : bl ba ba 
i Se: et ee ‘Laue ye is at ft oreanitens 
ee - os ‘ bv te 


ee 5 eee 7 a F Pons » 
Pe a ee | a adc son Basge. 


- MF “nesta ‘SOP 7 


: ’ 
ae ry 
1 i ey 
Tite, « ete 
- * 
Ewe gate hee an ¢ 4 G4 
‘alt 
e hy 
; t 
E 1 Are ‘ 
- « ° ’ t 
t% 4 wie r ; 7 
‘ Lae ¢ ‘ 3 ¥ - 
‘ ‘ 
* " on ' : ae i : tw 
1 pete va Ss ae oom Ul re, (il 
> ‘ ‘ F 4 2 4 Ve \ae 
‘ r : 
a 6) A ak = ‘ if ’ 
be ‘y “yf : 
bi am : snivy ° L163 0 
i . +t 
' a . 
ie = ; of * ’ iy 19 ion 
a fa AS ies + ino 7 wi ot tt 6° 
y ' i ' ‘ oat ae Seg ee ae 
4 Ty te uy ep *s a w Ayia Eas aa 
aera aM ep 4 ' a ag YTV. - pu hi et a ba ghey da 


| : eae Oe rey ara 
5 Pe hy Kaineliay thu bead * bad . “gents < dasean at 


rs Ba te tartan elite ie aane rae Ne 
sh, a WE Rattan ates Sts Ba Ri ¥ i ie: ar 4 BT ade 
fe OOD a og ae ee mad 84 4 | Ha bs ' oe 
- a ve 5 


‘ ger aie a cag 
by eae 


Sy 


i errs - ‘ 
wisi? oan z 


tp ings te r rs 
ws nye ot 


¥ 

7 7 x 

_ i a ys : J 
B edee 


J. J. Frawley, K. C: ‘jlo 

prophet to-day than I was a year ago. I cannot tell to-day 
what is going to happen in 1940 any moré than I gould a year 
ago tell you what would happen in 1939. 

MR. FRAWLEY: You see, we can, that is just 

the point. ‘Ye were pretty good prophets in the early Winter 
ay ck key 

MR. NOLAN: and I hope your prophecies will 
carry on for the next fifteen years, 6,000,000 barrels a year. 
MR. FRAWLEY: Trust to us, we will look after 


+ 


you.e if say Dr. Brown has taken 5500 barrels. You say why. 
Well, he says there is an increase and I showed you my 
Exhibit---- 

THE CHAIRMAN: What did we take on the pipe line, 
6,000,050 barrels? 

MR. FRALEY: 6,000,000 burrels per Annies. 
MR. HARVIE: Whieh is an increase of what, 
about 18 or 20%? 

MR. NOLAN: The difference was between 

4750 and 5500 barrels, but Mr. Frawley said something that 

I have ne knowledge of and, perhaps, he has not either. 

It might be right that the 5500 came from the Imperial Oil. 
MR. FRAWLEY : Yes, there is that about it. 

We mast not lose sight of that. We were both speculating. 

We were talking about that outside the court room the other 
day. Dr. Brown did not say where he got the 5500. It 
might be that Mr. MeCloskey said by way of an estimate 

"Vell, perhaps that throughput will be 5500 instead of 4750". 
MR. HARVI#:. t think Dr. Brown made that 
clear it was his estimate, 5500. 

MR. NOLAN: That is right. But Mr. Frawley 


pointed out he had talked to the Imperial Oil officials and 


ae < 
~ ee 
a . \ 
ve 
ss 
. 
inst u as 
ve 
= Se 


Sara) 


are 
—s 3 . © 
. ‘ ! f 
Ae 
urn pina 7 
o 2 
& = 
h sity re ws 
‘ 
ASS 
a s 
; cf ee 
a . 
‘ 
Mex), 
oe i 
Poa 
eC F a, 
a 
ad 3 . 
; 
ae Poe eo 
: : 
‘- 
i . 
ss my 
a - sr 
. a 
7 : j 


. ) ~17,690- 
Uetet Brewer. Kh. Us 
what was said between them I am sorry 1 do not know, and 

he never.told you, did he? 

MR. FRAWLEY: No, he never cleared up that 
particular point. ‘Je thought of asking him but then---- 
Ger evens iit you like .if it willadd to wor knowledge 
to know that it was Mr. McCloskey's estimate or guess as to 
the 1940 throughput. 

MR. HARVIE: do think 1% 1.8 oily 22 eto moe. 
out on that that there is evidence showing what the normal 
increase over the years gone by has been year by year, and 
that this estimated increase is from 4750 to 5500 barrels 

and is roughly 18%, which is about double what the normal 
imerease is. 

THE CHAIRMAN: Yhatever we can estimate, we 

can always have iir. Cottle make calculetions for us. But 
what I was wanting to arrive at now is somethihg that Mr. 
Frawley can address himself to. Now, in arriving at that 


14.19 in estimate No. 4, at least page 4. 


MR. PRA LEY: Yes. 

THE CHAIRMAN: Of Exh ibit----- 

MR. FRA'TORY: OT Oe 

THE CHATRMA ; Did you deduct this 2s cents, 


Mr. Cottle? 

MR. COTTLE : Yes. «And for your information, 
Sh eee bee you will refer to page 3, we have Dr. Brown's 
estimate of the new plant operating to produce the same 
amount of gasoline as actually was produced in the year 1938. 
It is 11.42, strangely enough, within 1/100 of 1% of the 
actual performance. 


MR. COMMISSIONER LIPSETT: That is 11.42 with the 2% cents? 
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MR. FRAWLEY: Yes, 12.14 becomes 11.42. 
THE CHAIRMAN: And how much gasoline? 
MR..COTTLEs .: That is running 4750 barrels 


per day, which, with the new plant is sufficient erude to 
produce the same amount of white goods as were produced in 
1958. That is taking the new plant and putting it back into 
1948; substituting it for the actual performance in 1938. 

THE CHAIRMAN: Now, we were getting from the 
Conservation Board the performance in 1939, weren't we? 

MR. FRAWLEY: Lwthink from Mr. Nolan weds 
from either source, it does not matter. 

TH2 CHAIRMAN: There was something the Conserva- 
tion Board was to get and everybody was agreed it should be 
filed. ‘that was that? 3 
MR. COTTLE: That was the total throne 
BrolewiervorloOus refineries for the year, and.we are poinge 

to file that at the end of the year. 

MR. FRAWLEY: And then I also suggested you 
could get the gasoline figures too, to show how the business 
has been increased in 1939, Because, you remember Dr. Brown's 
estimates jumped the year 1939. He goes from 1938 to 1940. _ 
When he raises it from 4750 to 5500 he is jumping two years, 
really. 

THH CHATRMAN: There is a striking difference, 
is there not, between 4750 and 5500? 

Mire GOT TEE : The throughput is the biggest 
factor in cost performance in the refinery. That is an 18% 
increase in throughput. 

MR. FRAWLEY: I think when we know Mr. Moore's 


1939 run we will be just in that much better position to know. 
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I do not know what it is, 
THE CHATRMAN: We will no doubt have that. 
At any rate, Mr. Frawley, to come back to what we were 
talking about while you have been talking to us the difficulty 
has been ever present in my mind, just assuming now we were 
prepared at all to consider the questionof rate of reburu, 
fixed arbitrarily and other than by competition. 
MR. FRAWLEY: yes. 
THE CHAIRMAN: In the cmmpetitive world. 
Assume we were prepared to go along with you, to which I 
certainly express no opinion, what basis have we? What basis 
have you for saying that that is what you yourself conceive 
would probably not he unreasonable for us to accept as the 
rate of return has been earned,much less more than earned by 
this company? 
MR. FRAWLEY: [ @an see the infirmities an 
the position. It is only a circumstance that the Royalite 
Company is the producing department of the Imperial. 
Supposing the Imperial had its own producing department, 
I as an investor would not care whether they made it all 
out of production and lost out on refining and marketing. 
Of course, there is that. 
THE CHATRMAY : You see, in regard to a company 
that you would think right to examine from the standpoint 
of a utility , for example, you would say "Now, is that 
company making undue profits, excess profits to which the 
public should not be subjected"? You would Ds interested. in 
that if you were dealing with a utility, or if you were 
examining any company from a utility board's standpoint, 
Shall I say? 


MR. FRAWLEY: Yes. 
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THE CHAIRMAN: But here, assuming we were 
willing to go with you and lending a ready ear to every th ing 
you say, what basic foundation have we. That has been 
bothering me throughout. 
MR. FRAWLEY: Ye thought it our duty----- 
THE CHATRMAN: Can our accountant show us 


this company is making more than is right for them to make? 


MR. FRAWLEY : in marketing and refining? 
THE CHATIRIMAN : Les, because, af ter alee a ae 


not know why, unless you can point to me a good reason why, 


we shonlad sever their operations. 


MR. FRAWLEY: Ye had to sever their operatmene. 
THE CHATRMAN: For the purposes of accounting? 
MR. FRALEY: For the purposes of tellinmer aie 


Commission what-they were doing. I want this Commission to 
Reow ar wiley are doling in refining and marketing: 

THE CHATRMAN: I follow that perfectly and 

you have provided us with much knowledge, which we hope is 

not entirely useless. I would be sorry to think that because 
you might fail to break down somebody's price that you had 

Hot accomplished great good by the information that you have 
brought to light. | 

MR. FRAWLEY: Yes, you see we had to do thal. 
THE CHAIRMAN: And that being done, and pease 
useful for whatever purposes it might be, I want to know now, 
and to come squarely to the point of a reduction in the cost 
Of gasoline to the public. If you grant them a definite 

rate of return and it is not established that they are getting 
even that much, on what principle of equity can you say that 
the consumer must get more advantage than he presently enjoys? 


WR. FRAWLEY: — will discuss this with Mr. Cotdtie. 
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J. J. Frawley, K.C. 
I do not know whether you can add the 7.56 to the 1l1l.somethirg 
and divide up the two. I do not know. I will have to discuss 
that ywith <irws Cottle. 

THE CHATRMAN: Since we have been interested in 
your argument, we are interested in seeing its logical develop- 
ment. 


MR. FRAWLSY: I will bs as frank as poss:ble in 


saying that there is just nothing to it if that is the oemelusion. 


ft am not clinging to any fantastic argument here to get the 
price of gasoline down. But you see, Mr. Halverson does not 
buy the gasoline and pay for it, so the very basie foundation 
of all our work was to make Mr. Halverson a purchaser ae 
Pelee coor, So we had to segregate these two operations 
completely, and it has been done. 

THE CHATRMAN: Then you come back, as you must 
Surely.i@nd gow say "All right for our purposes in calgulation, 
for Our, purposes in ascertaining the facts concerning the two 
separate operations we have had to do certain things, and we 
have done them, and we have gotten a lot of information," as 
I say I hope of some value concerning each operation. But 
after that being all done then approaching it from the stand- 
point that you advocate of a fair rate of return haven't we 
got to once more put them back in their place? 

MR. FRAWLEY: You gee, the Imperigl rerisiery 

as such makes a profit, a net profit of .66 cents on every 


gallon that thy sell. 


MR. COTTLE: To. theyobbers. 
MR. FRAWGSY : Well, that they sell. 
THE CHA TRIM : Well, perhaps, you would rather 


come back to it again. 
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eee eranLey, ik, Os 
MR. FRAWDEY: Oh yes, I have to. 
THE CHAIRMAN: and go on with whatever you were 
speaking about. | 
MR. FRAWLEY: it would be a futile thing for 
me to try and discuss it fully now. But, as I was saying, 

the profit to the refining amounts to .66 cents on each 
gallon which they sold to jobbers, and that is a complete 
operation. That is finished. They sell it to the North Star 
Oil Company and then the North Star Oil Company takes it over 
and makes money on it or loses money on it. But the refinery 
as cuch, the Imperial Oil has really nothing but the retinwne 
Operation there. That is complete. You say that is true, 
they weke money. The refinery sells about half of ite 
wel lonace to the North star, for which it is paid and the 
transaction is finished. I mean the North Star and the Canadian 
and Union add so on..4nd that ig finished. -That does not go 
on into anything else. So it is important to know what the 
Tmpetial pala on its refining sales and what rate of rowing 
and there is a complete end. There igs a complete cut-off at 

the refinery door, with respect to a great deal of the business, 
Tt doe¢ mot fit in with anything else. Then you say 17 you 
are going to put together the profit which the Imperial makes - 
let us assume that they sell half of their gasoline at the 
Geiser vy i GoOr tO j,Obvers-—+—— 
THE CHAIRMAN : They might just as easily, Mr. 
Frawley, surely as refiners, turn over the whole of thelr 
product to their marketing department, and the marketing 
department sell it to different persons, service stat Longs. OF 
to jobbers. Tt is all how you build the picwvare. ine 
refinery could do it completely by selling every gallon to its 


marketing department, which would seem to me just as logical ag 
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marketing , and if you market to the jobbers surely it is 

in the sane class ag marketing to a service station. 

MR. COTTEE: If they did, Sir, then we would 
sever the operations in marketing the same as we did with the 
Texas Company. The Texas Company selis to Jobbers in tank car 
and in order to get a look at the marketing operation of 
Texas Company we segregate the tank car business of the Texas 
Company. The whole purpose is to make an iutelligent analysis 
of the two different prices. One is the tank car price and 
the other is the tank waggon price. There is a complete 
operation lying between the tank car price and the tank waggon 
price. ‘Je have companies that operate exclusively between 
that spread. If we found, for instance, that the Imperial 

by this analysis made no money at all in marketing and made 
20% in refining, then we would probably have a condition of 
Msine the excess profits out of the monopoly party of tic 
Posiness, namely, the refining, and using it puUmi tively an 

the marketing where there are competitors, Therefore, it 

was absolutely necessary to divide the operations up so as 

to find out the reasonableness of these two different prices, 
the tank car and the tank waggon. 

THE CHAIRMAN: Well, I can see that there migh{ 
be very cogent reasons for doing everything that has been done. 
But at the moment I yet have no light on why this Commission 
shoula set out to be punitive when we have, if we ever do, 
reached a point of saying "Well, we are going to regard this 
company as a utility although we do not orcyvide the advantages 
usually associated with a utility." If we are going that 
far surely the first thing we would ask ourselves is, I care 


not how it be calculated, "what return has this company got 
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Dow. Brawley, K. C: 


on its invested capital in the Province of Alberta?" As I 


understand it now the answer will be "We do not know." 


MR. FRAVLEY: as far as I can now see, we 


do not know. 


a) 


(Page 17,698 follows.} 
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Oo. e ErewLey, K, Cc, 


TH CHAIRMAN; Well then are we going to have 
to say then (1), "I do not know whet return they have now 
but one thing I am sure of it is so high that it must be 
wecuced"s; i are the two not qiite ---= 

MR. FRAWLEY: If we arrived at that stage I 


fOr one would not ask you to. 


TH" CHAIRMAN: Well, we are coming to it again 
you say? 

MR. FRAWLEY: Yes. 

MAJOROLICSETT: It might be when you are coming 


to it fron the viewpoint, this is a viewpoint which you might 
consider or rather two viewpoints, one is the general return 


for Canada is 5.70% you say? 


MR. FRAWLEY: 5.4%. 
MAJOR LIPSETT: Gn If the return in Alberta 


ranges around the figures you have given then it must mean 

that over the rest of Canada they ware working at considerably 
less than the 5.4%. 

MR. FRAWLEY: Oh, yes, surely, that was the point 
I was endeavoring to make last week, 

MAJOR LIPSETT: And a second point I was thinking 
of was this, and I do not know whether there is anything in 
inven nop syyou talk about the return to thesinvestors, Now 

if that on the market quotations of the shares is around 

6% er 5% or whatever it is, immedietely you put it on the 10% 
basis you give more then a 100% capital appreciation to those 
people who put up the money originally. If they stand on a 
5% basis now, you meke the 31.00 share worth reel ey L ao 20% 


know whether there is anything in your argument on that. 


MR. FRAWLEY: The reason it goes down from the 


10, is that competition brings it downe 
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MAJOR LIPSETT: | I am not talking about competition 

at all. I am talking about the men who puts his money into 
the refining of oil in Alberta, that is as indicated by the 

stuck market price of the shares and the rate of return which 

the man putting the money in gets. 

MR. NOLAN: | No man puts his money into the 

refining business in Alberta. 

MRe FRAWLEY: How abcut Mr, Maylend? 

MR. NOLAN: I mean so far as the Imperial is 
concerned. 

MR. HARVIE: He puts a great majority of it 

into the South American enterprise, & great portion of 

the entervrise is that. 

VAJOR LIPSSTTs Whet return does he get on the 

stock market prices whick include, as you say,now, what would 

seem to be a rather more speculative business down in South 

America. 

MR. FRAWLEY: No, not so speculative I would 

say but anyway it has been segregated, Mr. Commissioner, the 

5.474 is what the Company earned on its refining and marketing 

operations in Alberta. 

MAJOR LIPSETT: I was on another point, Mr. Frawley, 

I was on the other point now that the stock exchange quotations 

for the sheres would return the investor, T am referring to 

whet return the investor gets on it, based on that quotation. 

MR. FRAWLEY: Well I do not know whether it is 


neue DOLL. =<—= 


MAJOR LIPSETT: If they stand on a 5% basis now 


and they get 10% profit, that simply means that the 1.00 share 
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goes up to $2.00 and you give your investor 6 100% capital 
appreciation. 

MR. FRAWL3Y: I do not know if I have made 
myself clear when I said 10%, My position is simply this, 

I do not want to be put in the position of advocating thet 

a company can come into this province, and I am regarding 

it from the standpoint of this province, should be expected 

to come into this province and carry on his refining and 
marketing business on 6%. It may be that they will be driven 
to accepting a lot less than that bur for my part I simply 

put it to the Commission that they should be entitled to 
recommend, and if this Commission were allowing them something 
in that respect, it should be up to 10% and I stop there. [ 
think heving in mind the besic experience of these products 
and the basic nature of the product it is not a matter of --- 
THE CHAIRMAN: You say it may not earn even 6%, 


indeed it may have to operate at a loss but that is their baa 


fortune. 
MR. FRAWLSY: het: abo. eo wre 
THE CHAIRMAN: But you say for this particular 


kind of a commercial venture it is not to be expected that 
captial would be attracted into it if it knew --- 

MR. FRAWLEY: That is right. 

TH CHAIRMAN: That it wes going to earn anything 
less than 10%. 

MR. FRAWLAY: That is quite precisely what I am 


talking about and let me say egain I am talking about refining 


and marketing. 


MAJOR LIPS&T?T: That is for somebody putting up 


new money? 
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MR. FRAWLEY: Yes, that is the approach which I 


have to it when I say 10%. 


MAJOR LIPSETT: Yves. 
THE CHLTRMAN: Well, we are coming to it again. 
MR. FRAWL2Y: Now then I want to pass to the 


question of standards and I think I can be very brief --- 
MAJCR LIPSUTT: Before you leave Montana, Mr. Frawley, 
because it seems to me thei is an interesting branch, there is 
practically 13% now of this gasoline business being diversed 
from the companies who put their money into this province. 

MR. FRAWLEY: It was 13%, just under 13% in 1938, 
om LVSosp yes. 

MAJOR LIPS#iT?: 12.95%. Now is it your attitude 
that we should tske it, that that should be encouraged and 
increased if possible in order to get competition or should it 
be brought to the notice of the people of this province either 
by means of a license or something else, that the Turner Valley 


pro duction was being hit to the extent of 13% by these foreign 


imports? 
MR. FRAWL2Y: Yes, and before I answer, “Let'me 
bring the figures up to date. Exhi Dict WTSI" f ah ci ae omy 


the first 9 months of 1939 and as I say I undertook to see 
that the Commission got them for the whole of 195%, 

Exhibit "731", that is the E€asoline 
consumption up to the end of September, that shows the figure 
comparable to 12.95%, was 15.37% for the first nine months 
only of 1939 and what that figure will be at the end of the 
year ---- 

Ma. HARVIE What was the figure? 


MR. FRAWL@Y: 15.37%, which indicates the trend. 
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Now then answering your question, 
lir, Commissioner, well perhaps I answerad it a moment eo in 
my discussion with the Chairman, I am striving to advanee all 
legitimate competitive factors which will keep the price leader 
alive and ultimately result in, ultimetely result in reductions 
in tank wegon prices only to the point where the company cen 
ett lt, the price leader can still carry on his business without 
a loss. Tam not seeking, as 1 made it ae plain, to drive 
the Imperial Oil Merketing Depertment or the Refining Department 
out of business. 

Now then you put it to me, well if 
we had more Montana gesoline coming in the price leader would 
be more and more susceptible to competition and We would perhaps 
get a reduction in the tank wagon price sooner. Well, I will 
nopeeo thet far, that is all Mr. Commissioner. t with ey 
throw the Alberta producer to the Montene producer in that 
fashion, certainly not. As I say, if I hed my way I would 
shut off the Montana gasoline completely and I am only arguing 
about the Texas Company because I accept the fact as I find it, 
namely that the existence, the presence in the Province of 
this Texas competition, and it would be infinitely better if 
the Montana competition were, Y mean if the Texas Company 


competition were still here end the Texas Company was using 


Turner Valley ‘crude. 


MAJOR LIPSST?: I can see that and I accept tha 
at once but the position as I see it now is that from 12.95% 


of the total gallonage, this Mcntana crude has now gone up 


Vo" 15 357%. 


WR. FRAWLEY: Gist 


MAJOR LIPSETT: That is nearly 3% more of Turner 
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Valley crude being excluded from this market, 


MR. FRAWLEY: Yes. 
MAJOR LIPSET?: Now as I see it, we are interested 


in this Province in exporting the crude from Turner Valley right 
through a pipe line to the world markets, 

MR. FRAWLSY: Yes. 

MAJOR LIPSETT: 4nd here at the same time we are 
losing right in the homes of Alberta 152% of the gasoline 
consumption of this Province, 

MR. FRAWLEY: Yes. 

MAJUR LIPS&AT?: Now what I would be interested in, 
if you have any ideas on that, whether the Government of this 

Province, within its powers, should not do something to help 
the companies that have put their money into this Province. 

MR. FRAWLEY: I think ----- 

MAJOR, LIPSETT: By bringing to the notice of 

the public in this province how they are treating both the 
Turner Valley producers and the companies that have invested 

in refining and marketing and producting, producing and refining 

OLl in this Province. 

MR. FRAWL3Y: I think I see what you means 1 do 

not think thers, is-any question ebout the attitude of the 
Government of this Province. One goes along the highway 

and sees large signs, “Buy Alberta Made Goods", “Buy Gasoline 

Made From Turner Velley Crude", there is no question about that 
poth from the selfish standpoint, from the selfish viewpoint 

and in the interests of the whole provincial economics, the 

Department of Lands and Mines and the Department of Trede and 

Industry is very alive to that very thing. Now the first 


thing to dc, Mr. Chairman and iir, Commissioner, is to have it 
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shut off, have the Dominion Government stut it off, .that..is 

the first sensible thing to dos 

MAJOR LIPSETT: Now assumihg that cannot be done 
and subject to whatever you say; I think it is difficult, 

having regard to the Ameri can Treaty. 

MR. FRAWLEY: Yes. 

MAJOR LIPSETT: And also assuming, as I do, the 
good will of the Government of this Province towards the use 

of Alberta products. 

MR. F RAWL&Y: Yes. 

MAJOR LIPSETT: The. is there anything you can 
suggest that this Commission might recommend. 

MR. FRAWLEY: I will discuss thats 

MAJOR LIPSETT: Donyow crado you netutiink ga 

desirable that every help should be given to the companies that 
are refining in this province, to compete as much as they like 

and to the very ultimate end, with the Alberta products, but 

whether they should not get all possible help as against this 
competition from liontana?t 

MR. FRAWIEY: Well now what can be done. I will 

mention some of the things that have been suggested. Now Ji do 

not know whether to seriously recommend them to this Commission 

or note I just hesitate. T want to be serious in my submission, 

Now one thing was suggested, I do not know now whether it was 
suggested by the Alberta Petroleum Association or not, perhaps 
it was no more than just talked about, the Government of the 
Province of Alberta eccllects a 7 cent tax on all gasoline and 
@veénts 14° rebated for all gasoline that is sold topfamers 


for use on the farm. It was at one time mentioned to me that 


the Provinciel Secretary through that Statute or by appropriate 
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Amendment or Regulation, should refuse to rebate the 6 cents 

on ell gasoline which was not of Alberta Origin, just refuse 

to rebat é the 6 dent tax: in other words; the farmer would 

be required to pay 7 dents and he would soon stop buying that 
kina of gasoline, Now then we do know however that the Texas 
Company has a very small amount of farmer business. I think 

we know that, I think the evidence will bear me out on that, 
it has @ very small farmer gallonage, it has a very big city 
service gallonage, so that expediency would not be sufficient. 
You would have to go further. 

MAJOR LIPSET?: would that be legal have you 
considered that at all. 

MR. FRAWLEY: No, you see I have not considered 
it at all. I say these are the things which have been mentioned 
as punitive steps against the Texas Company. 

MAJOR LIPSSTT: tL would not like to put at shes 
way, I would rather put it as steps in favor of refiners and 
mareketers of the local companies. 

MR. FRAWLEY: Well Mr. Cottle suggests that 

price is the way to keep Montana gasoline out, Well looking 
at the record of the Texas Sompany, price is not much of a factor, 
They are losing money in every phase of their operations and 
that does not seem to bother them and we do not know whether 

it is a loss over all, that is the catch, that is what we do 
not know, perhaps there is not a loss over all at all, notwith- 
standing the very considerable loss in this Province. 

MAJOR LEPSETTs Supposing there is a loss in this 
Province, assuming your proposition, that, without binding you 
to e figure, that a reasonable rate of return is only fear 


for the refineries in this Province, whatever that figure may 
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be, is it at all fair competition for somebody with the idea 
of putting in Montana crude oil into this provines, should 
compete at a loss, that is to say --- 

MR. FPRAWLS3Y: No, 

MAJCH LIPSErT: If you assume thet proper marketing 
would takes them out of the province unless they were making a 
reasonable profit. Then the ulterior motive, which may be a 
proper one, is for them to get in Montana crude from their 
Montene Refinery, is that fair competition? 

MR. FRAWLZY: if am not sure that I follow you 
but I have had this personal view ebont the Texas Competition, 
I think it is exceedingly difficult competition for the other 
companies to meet because cf the money they have got, the 
wealth of the company, they seem to be quite cmtent, as part 
of an intemational marketing organization, - they say that it 
is an international operation, - they want tc keep the Texas 
Sign here for the use of the American touriSt coming up, well 
it is pretty difficult competition because they come in and 
they virtually buy their way into the market with huge sums 

of money. Well that is always very difficult competition 

I would think, whether in the oil business or in something 
else anf then wheat to do about it, what to do about it, 
discriminate against them in the matter of licenses, you could 
do that, the Licensing Act says no license shall be issued 
unless the Minister says so and he has all that power, I will 
reac the section to you, but when you say not -punitive,, iL 

am perhaps not understanding but I think it must be punitive 


to keep the Texas Company out, to get the price of gaso Line 


down , 


MAJOR LIPSEIT: Have you considered aiything like 
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an extra Licensing Duty or a reduced licensing duty where 
the Alberta product is handled or the compulsory putting up 
of notices that the pmduct is imported or something like 
tha t? 
MR. F RAWLSY: Well that was done as a voluntary 
Sort ot thing. I think the Petroleum Association, I think 
alone perhaps, did carry on a campaign to have the Alberta, 
the stations selling Alberta made gasoline, to have siens 
on their stations telling the public thet they were selling 
Alterta made products. I hed elways thought personally, 
just discussing that, that the Imperial Oil might have labelled 
their stations a little more prominently. I am not saying 
that they do not, no, I do not say that they do not, they did 
have them there and they took them down, they gave way in 
favor of some other advertisement, 1 Gado not know what it was, 
but the Imperial Oil has a very prominent sign near the street 
in every service station, just now it is carrying the seasons’ 
greetings. Now that sign might sey, "Alberta made Products" 
and keep on seying it and now that is just something that might 
be considered. The. section is 9, the section 16 Yt 

"9, No licenses shell be issued under this Act unless 

iu in the judgment of the Minister it 1s just and 

; desirable so to do, heving regerd to the interests 

4 both of the public and the persons engaged in the 

a production, manufecture end sale of fuel oil." 
Meaning gasoline, now I do not know, I suppose the Minister 
could just reject every applicetion which comes from the 


Texas Company. I do not know whether he might be stopped 


from doing that, I do no know. 


TH CHAIRMAN : “hat would be something you would 
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have to give very serious ¢onsiderstion to: 
MRL NOLAN} There is an Amendment of the 
Judicature Act which takes card of that, 
MAJOR LIPSETT: I can see, liry Frawley; that there 
might be very considerable difficult in a company like the 
imperial that operates in many different parts, being in 
great difficulty about sutting up signs which you recommend 
merely for the benefit of Alberta. They are meeting Texas 
Company's competition in many other parts where this 
propoganda might »%e easily used agsinst them but the Govern- 
ment of this Province, I could quite imagine that the Govern- 
ment would welcome and give every assistance to anything which 
would encourage the refining and selling in this Province of 
products from Turner Valley crude. 
MR. FRAWLEY: No question about that. 
MAJOR LIPSiTT f4nd what I am putting to you is, 
assuming the Government is 100% willing to help, is there 
anything that we can bring to their notice that would help 
them in helping the refineries, end one thing which just 
occurred to me and which I thought perhaps you would consider, 
was whether it could not be definitely stated, posted up in 
service stations or other points where they were selling 
imported products if thet was the case, so that the public 
would know that they were using an imported product. a 
would say for myself, before this Commission started, I did 
not know which product was made from Turner Valley crude and 


which was not and there may be quite a number of other peor le 


in the same position. 


MR. FRAWL3Y: I met a man the other day from the 


Rast who did not know anything at all about which gasoline was 
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made from Alberta crude at 411 but I will bring to this 
Commission this afternoon if I can, and I presume tis 

still going on, the Montana Oil Journel carries an advertisé- 
ment of the International Refining Company, the place where 
this Texes gasoline comes from and this advertisement stetes 
that the Internetionsl Refining Company is proud to say that 
their gasoline is made from Montana crude, that is the funny 
thing to me, they are proud to say that when they want to 

sell it to the Montane people but when they come up here they 
do not put that on their advertising and perhaps it is not to 
be wondered at. 

MAJOR LIPSETT: You might easily arrive at the 
Situation, if this percentage increases sufficiently, where 
local refining companies cannot supply the products by reason 
of reduced volumes. 

MR. FPRAWLSY: My position simply is that the 
Texas Compeny's competition is alive, their live methods of 
marketing sre all it is but they should be marketing Alberta 
erude, leave everything else as it is but let them market 
famearte crude, that is all. I do think, as I said yesterday, 
thet they are a help in keeping the vrice leader on his toes, 
foe at ts Unfortunate, it is exceedingly unfortunate, that 
that much gasoline is coming in from liontana end if I hed my 
way I would stop it. Tere are no two ways about me, L do 


not want to be misunderstood about it at all, J would sacrifice 


the good of the competition, I would secrifice it at once and I 


woulé shut off the Montana gasoline entirely but that cannot 


be done except by the Dominion Government. They could do it 


and apparently they are thinking about it now. Now thet is 
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so and the little things this Province can do are those things 
you are talking about, Mr. Commissioner, and I do not know 
whether or not it should be recommended that the gasoline tax 
on Texas gasoline should be 15 cents and on Mr. Hervie'ts 
gasoline should be 7 cents, Supposing you could do those 
things, but can you, bvt can you, would not some Court have 
something to say about it perhaps and so on? There are 
Dietaeculiaes, Of Course, 
MAJOR LIPSSitT?: Theat is what I was anxious, 
Mr. Frawley, to see if you could give eny help as to what 
the province could do; assuming for the moment that they 
could recommend to the Dominion but that ;,ou cannot control 
What the Dominion might do, and that the Dominion themselves 
may be controlled by the Anerican Treaty so is there anything 
‘that this province can legally do and which you think might 
be done? 
MR. FRAWLEY: I will address myself to it again, 
Mr. Commissioner, if I can think of anything. Iwill not 
say, - if there is anything at all that seems sound and _ sensible, 
perhaps my friends should be interested exceedingly from a 
selfish point of view, I will ask my friends now if they can 
suggest anything which can be Gone ender appropriate existing 
legislation or by new Provincial Legislation, and if they have, 
if they will let me have their suggestions I will be very glad. 
MAJOR LIPSET?: It might be better if the suggest- 


ions came through you because something would have to be done 


no doubt by a Government Agency in’ some way. 


MR. FRAWLEY: Oh, yes, but my friends are quite 


free to make suggestions.. I simply say that I associ ate 


myself with everybody in this Province whe would like to shut 


ani las ofan eat pao ap 


eo 


cnlsqrit we § eo “% #10) 


prune guidiet gia woe 
ada $f dou ae negsody 


: a Aas : 
cata pabeggem RevOT HO 
su hiueda entfoeag’ 


; ays ae 
Hoy ned tHe wean ; 


% 
x 


_ 
ote oa. ae aatdvemos . 


ie) 
a TQ y Bee ifs & RYT ib 


o 
* 
ermine ar he 
— se i iS 
3 hinge Ce the ROvAM 
a Shek) : ; ie d 7 , 
ce 1k 
eben lab 
oe ee een ers 


i i ; : , 
he VaR ¢ ONS 7 ae 


. 


oP brennan an B yoo : 
aes = 4 : Ny bs se 


= - 
ves é " 
i 
ae at - 
al 


a 
7 
= 


| — ae 


s a ow 
wari Ra + teas rs 
i x J ao GN cea 

dm, hog ON 
ig” & Bie oa ss 


+? 348 4 fe is ee ast ae Meee R3 


a a One 


0-2 


14 


Jie erevkey, K. CG. 


out the Montana gasolina, no tlistaké atout that at all! But 
I sey it is here} it is herd, end I simply argue to the 
Commission, it being here it is a live organization, It 
evidences ,good, stiff competition to the Lip Sadie * Orie 
keeps Mr. Halverson, the price leader, on his toes with the 
ultimate hope thet it is going to reflect itself over not 
too long a swing inareduction of the tank wagon price and 
that is all. My position is very simple. 

MAJOR LIPSETT: But supposing it went e little 
further than that and it became so expensive it put them out 
of business. 

MR. FRAWLEY: I sey it is wrong, shut it all 
off tomorrow, shut it all off, we do mt want the Montana 
gasoline here at all but we are in the Dominion Government's 
hands as to that, but what we can do in our small way in the 
Province is something else. 

Now on the question of standards, 
professor Stansfield deals with it in Volume 119 commencing 
at Page 13,347 and I think it is pretty well summerized in 
one of the ststements by the Chairman at Page 15,382, at 
Page 123,382 the Chairman says, oh, yes, at the bottom of the 
page; the Chairman says: 


ae 


* I take it, ifr, Frewley, the witness in any event 
% is not prepared to lay down a formula. while he 
% would like to have adequate protection, ---- 

"WR. FRAWLEY: Oh fetio’s 

wre }=CHALRIAN Ike simply is giving his blessing 


ms to the idea of standardization. 
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"mR, FRAWLEY: re 
"9 THE CHAIRMAN: while he says there are some 


it 


objections to it, as I uhderstand you in the main 
you are of the opinion that they should be put into 


effect, some standards? 


De Loc. 
"9 Some minimum standards? 
PA de LES 
"Q And it is hoped to have the co-operation of the 
ue industry. 
ee 
THE CH ALRIAN : Who is speaking there? 
MR. FRAWLiY: Professor Stansfield, and yourself, 


Mr. Chairmen, Professor Stansfield. 


TH CHAIRMAN: Volume? 
MR. FRAWLEY: Volume 119, Page 13,382 and going 
OVOroentO. 11.9.,005 « 


In Volume 114 Mr. Mackenzie talks 


about it at Page 12,882. 


TH™ CHAT RMAN : Who is Mr. Mackenzie? 


MR. FRAWL&Y: Mr. MacKenzie of the Grest West 


HVS mi butors: 


a 


Mil 


That comes down to this that you believe there 
should be Government intervention setting up stand- 
standards? 


I do. 
That is a minimum, to comply with the minimum spec- 
ifications, and let competition as between individual 


companies have its sway over and above that minimum? 
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WA Yes. -?hatlis rights So thet it Will be protected. 


rt Absolutely I favor thet" 
TH: CHAIRMAN: where was that? 
MR, FRAWLEY: That is Volume 114, Page 12,884 


and it is the Chairman's questioning of Mr. MecKenzie and 
the interesting point is there, you see the fear was that 
everything would run dcwn to this minimum but the point which 
every witness and Professor Stansfield himself made clear and 
Mr. MacKenzie states it there, it is really your statement, 
with which Mr. MacKenzie agrees, that there can be minimum 
standards and then the companies can strive for guality over 
and above that and there should be no danger that things 
will settle back and let the minimum become the standerd. 
That is the point there, 

Then in Volume 119 there is another 


reference by Professor Stansfield, yes, at Page 15,384: 


“THE CH ALRMAN : Whatever may be said as to the 

i detail of it, as I understand the witness, he 

‘ commits himself to the principle of standardization. 
"MR. FRAWLEY: That is the point exactly. 
WITNESS: Yes. 

"MR. FRAWLEY: No doubt about that? 

Te No. 

wot CHAT RMAN : Mx. Frawley, if I may interraept 

ut VOU. Sh is quite clear thet hearing this witness, if 
" it has accomplished nothing else, it has established 
this, that some form of stendardization em be made 
Hg for the farmer as well as others. 

"MR. FRAW LY: Yes, pit ie mi tyaesicalnderstends 


ik that you do not contemplate, the work you are doing 
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$F 


does not ignore the farmer? 


HA Ne. 
"Q You say there is just one item that is not as 
" complete as it might otherwise be and that may be 
“ made complete for a further expenditure of seven or 
" eight hundrec dollars?" 
TH CHAIRMAN: that is Professor Stansfieli? 
MR. FRAWLEY: Yes, and still in Volume 119, 


in fact it is all in Volume 119 ---- 


TH! CH AT RMAN: Mackenzie was Volume 114? 


MR, FRAWLEY: Oh, yes, Mackenzie when he was 


giving his own evidence. 


TH! CHAIRMAN: And this last Page? 


MR. FRAWLEY: It is Page 13,384. 


Then the next one is Page 13,385, 


Professor Stansfield says this: 


Ai 8) 


A 


' 


MR. FRAWLEY: Does standardization do this to 
the industry, as you know there are big companies and 
little comnanies, refining and wholesaling petroleum 
Hroducue mm Alberta? 

Yes o 

There are big companies and little companiss? 

Yes. 

Rich companies and coxpanies in more moderate, circum-— 
stances? 


Yes. 


Wow if you issued certain minimum specifications for 
gasoline it would be possible, as I understand, for 
the motorist who purchases it to go equelly well to 


the small company direct, to buy the small company's 
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products as well as the large company's products? 
That should be provided. That should be taken care 


of by the standards, 


And if there is feeling in the mind of the motorist 


that he is not going to take a chance on the small 
man whose equipment he knows is not as elsborate as 
the large company's, if he is seeking safety in the 
assurance of minimum standards, then he em go equally 
well to the small company as to the large one? 

Yes, if standards are in force and enforced. 

Yes, enforced, assuming that. Now as to the maximum 
standards, you do not feel there will be any or do 
you feel that there will be any tendency on the part 
of the companies who at the moment are striving to 
make better products, I mean ther the others, that 
there will be any lessening of that tendency? 

I think that is a guestion to ask the industry. 

Do you think the standaris of themselves would make 
them indifferent to selling quality products? 

No, I do not think that at all. I suggest there is 
the possitility but I do not think it is necessary 


eu ell ot 


another question and answer? 
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Ad 


We did have some of the witnesses who came, Professor 


Brown from the Univeristy of Michigan, a very leamed 
man and others, and Dr. Frey too from Washington, 
who spoke of an Octane race, the gesoline companies 


were engaged in an octane race and we do hear over 


the air and in the newspapers and on the billboards 
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" of octane being burned into the minds of the motoring 
a public and we have had it stated here that some of 

" the companies do put out a product, this is in the 

*  Bthyl No. 1 class, of a much higher octane class 

A than its competitors, at the moment anyway, mw would, 
standards would not affect that, would not cause that 
Ms company to abandon its campeign and its desire to 

” put a higher octane product in the hands of the 

" peopls, would it? 

"aA I think that any company could pwt a notice on any 

‘bk of its pumps or a statement to the effect of what 

Wy the octane number of that gasoline was, 

"“Q Yes. 

"A And can use that brand for advertising purposes 

" regardless of any minimum value. 

"Q The minimum for the safety of the public and the 
maximum for its own advertising purposes? 


wA 6 Yes." 


~ 


And I think that covers it. 
é Now, our submission is that 
because of Professor Stansfielc's opinion and because of the 
unanimity on the part of the industry, that the Commission 
might well recommend that the work which Professor Stansfield 
is doing be continued, resulting in the setting up of standards 


for petroleum products that are sound in this Province. 
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MR. FRAWLEY: Now I approach the 
subject of retail margins and it is a very troublesome 
Subject for the reason that.... 

THE CHAIRMAN: bid Dr.Frey speak 
about standards? 

MR. NOLAN: I have a reference to 
it,Sir, Volume 120, at Page 14,487. 

THE CHAIRMAN: He cast some doubt.... 
he said something about it was just as good as the 


policing. 


MR. MOLAN: He Said it is hard to 


replace integrity with standards and it is only as good 
as the enforcement of the law. 
MR. FRAWLEY: That is Professor 
Stanfield's idea too. Dre Frey says at this point in 
Volume 129, at Page 14,387. 

"A I think there is a dezree of protection to 

4 the consumer if the oil inspection aetivities 

" of the Government that adopts them is rigourous 

and the standards are no better than the oil 

i inspection service of the politicai division 

ML which has passed such measures. In certain 

5 States such measures are followed up very 

i closely and periodical examinations are 

made of the guality of products being sold. 

“ It costs quite a little bit to do that and 

" that, of course, is pessed on to the consumer. 

I Go not have very many examples of just what 

" those taxes amount to, but they vary from 

n State to State. In some instsnces approximately 


U about one-tenth of a cent a gallon, which has 
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" to be absorbed by the consumer. But this is 


2 an assurance this is what he is paying to 


“i assure him chat the State is doing a job at 

nm dgtermining that the minimum standards estab- 
HM lished are being adhered to, and the company 
" that violates those standards is brought to 

# justice. I should sy that standards are 


" no better than the administration of the law." 


You see the reason IL 
advocate standards is, I think,it has some advantage. 


He refers to the Squibb Company. Hevea 


uM it is sort of like that qulaity that Squibb 
” advertises. It isintegrity and it is hard 
2 to replace integrity with standards. 


"Q Yes. ‘ell, would you say that the public gets 
$ any measure of protection from minimum standard- 
m bza tion? 


"A Yes, they do. " 


And then he goes ona 
THS CHALRMAN: I just want the reference, 
Mr. Frawley. 
MR. FRA «LEY: Yes. 
THR CHATRMAN: On this particular point. 
Lamasking you for referencos that we already have in other 
briefs and it is only so that I do not have to go through 
give briefs when I am considering your argument, even as 
when I am going through someone else's argument I want 


to have all the evidence that is surrounding it. 


MR. FRAWLEY: Yes, now retail margins. 
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Ze” tS "s very troubidgome quést ions There would seem to 
be two avils, but then of gourse there is a question mark 
Comes in aS soon as you say evils. In any event there 
would appear to be two situations in connection with the 
retail margin. One is the actual and potential collusion 
between retailers to thwart the supplier's tank waggen 
cuts and secondly, what has been called here "Under Canopy 
Chiselling". 

THE CHAIRMAN: Mr. Frawley, may I ask 
you this - we perhaps should have that section of the 
Code before us sometime ere we are done - but supposing 
these people in Calgary who are engaged in the retail 
business said now "je can buy our gasoline for a little 
Less it is true, but we do not want to work for the public 
for nothing. It is not reasonable thatwe should. Now 
we had better have a meeting about this and instead of 
cutting each other's throat we want to arrive at a fair 
price", would you say they immediately become criminals? 
MR. FRA TSY: OR no. 

THE CHAIRMAN: "we want to arrive at 
aprice that is fair to us and wo want to cee if we cannot 
come to an agreement and stick to it. We do not want any 
more thanwill just give us a decent reward for the work 
we do." These gentlemen by moeting together and coming 

to an agreement first after debating what is a fair prices 
and secondly agreeing then to stay with it instead of 
going in for cut-throat competition, have they become 
criminals in this country? It might be soy 

MR. FRAYLEY: If they are it is because 
of the wording of the Section 478 of the Criminal Code, 


and the wording of the Gombines Investigation Act. I will 
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have something to say about that. But I do not for a 
moment say they would. It has to be to the public 
detriment. 

THE CHAIRMAN: Iamnot sufficiently 
acguainted with thea wording of the section as to be able 
to s@y whether they would be. But it would seem absurd 
that people with an honest endeavour to keep their business 
clean and right and fair snd just, should become ordinary 
criminals. 

MR. FRAWLEY: I suppose there must be 
public detriment. But that is not Dr. Frey's point, 

©S far aS collusion is comcerned. Dr. Frey does not 

like the idea of people getting together, whether legally 
or otherwise, and thwarting the price reducer. You saw 
an example of it, no better example in the world than 
what happened here on the 25th of October. It happencd 
while Dr. Freywas hore and Mr. Halvorsen was here and 
we were just able to discuss that with them. Now that 

is what Dr. Frey objacts to. Here was Mr. Halvorsen 
authorizing and ordering a price reduction for a certain 
specifie ~turpose which he in his wisdom, and Dr. Frey 

in his wisdom thought it was indicated and proper and 

fer the good of the Imperial %il Company. Dr. Frey 

made that plain, for the good of the Imperial Sil 

Company to stop the drainage from "4" to Third. What 
happened? It was fairly questionable whether or not 
anything was going to happen. It happened outside in 

the country where Mr. Halvorsen has it in hand, but 

in the cities of Galgary and Edmonton the retailers, 
parhaps properly from the standpoint you have indicated, 


said "No we will not pass that on. Wo want to make our 
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spread not 4.5 but 5 nr 4.6 or 4.7 or whatever it might 
bs, after duo meeting and assembling and after considering 
the whole thing." I suppose they said "No, we are going to 
pick that up and we are not going to pass it on to the 
consumer." I am assuming only for the sake of this sub- 
mission, no agreement at all, but Mr. Halvorsen completely 
frustrated. That is all Dr. Frey says is wrong, Let 
them make up their minds what is a fair spread and let 
that spread be dealt with separately. That is all. All 
the witnesses say as a general principle, tank waggon 
cuts must be passed on. That is the basis of my whole 
submission. 
THE CHAIRMAN: Now why? “hy should 
thoy be? Because it has been done? ‘hy has it been done? 
Because if somebody had not done it somebody else would, 
and competition required it. 
MR. FRAWLEY: No, but they make a 
tank waggon cut to do themselves some good. This ecom- 
petitive system does not have much regard for consumers. 
THE CHAIRMAN: That is guite right. 
MR. FRAWLSY: Mr. Halvorsen reduces 
the tank waggon price on the 25th of October, not to do 
the consumer one iota of good and I want to make that 
very clear. Dr. Frey seid so. Dr. Frey made it very 
plain that he advocated and advised the reduction in the 
price of "Q". jell he said the price of We" gasoline 
was too high, and I urged him to sey it was too high 
because of the consumer, but no he would not go along 
with me at all. He said it was too high for the 
good of the Imperial Oil Company, and so he said the 


Imperial Oil Compamy if they are smart hed better shrink 
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that differential. Now how to shrink it? Third was 
where it should be so reduce the price of "Q" . Tat 

was the advice Dr. Frey would have given to the Imerial 
if they had ealled him in to advise them professionally. 
So Mr. Halvorsen made the cut. That was a cut which 
would have to run to the consumer to do its work, and it was 
Just nip and tuck and thanks to the Imperial doing some 
interfering, which they say was an ineconsistency..... 

THE CHAIRMAN: I was going to say it 

is the proud boast of most oil companies tht they have 
nothing to do with the retailer which is hardly in 
consonanee with the idea thet by cutting down price they 
can get greater volums. Becauso if they reduce their 
priee, and it is not passed on there will be no greater 
volume. 

MR. FRAWLBY: No, they have something 
in between. Here is the public and here is Mr. Halvorsen, 
and he has got to get through the man who does not see 
his way at all. | 

THE CHAIRMAN: And over whom, theoret- 
ically, he has no hold at all? 

MR, PRAUVLEY: Yes, and it was a 
beautiful piece of inconsistency that Mr. walvorsen was 
able to - and I think it was plain and I think it was 
very proper, and I do not subseribe at all to this 
aloofness of the oil companies from the retail business 
at all, and I will have more to say about that. Now the 
first thing I say that is evil or something that has to 
bo discussed here, and deslt with, is this collusion. 
Actual collusion. We have an example of it on the BOLE 


of October. And potential collusion. It is there all 
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the time. This business of thwarting the price markers, 
the Imperial Oil Company as far as this Province is 
concerned anyhow. 

THE CHAIRMAN: Before you ¢an speak 
of it as collusion, you do not mean in the sense that 
the word is usually used, that is starting out to dc 
something wrong. Youmay or may not mean that. But 
before you even censure people for agreeing on their 
prise and subjoct always to what may be said in the 
Criminal Code in the sections that I am not familiar 
with, hsve not you got to say "iJell now what is the fair 
Spread for that retailer?" 

MR. FRAWLSY: Sure. 

THE CHAIRMAN: Until you first made 
it fair for him you cannot blame him for wanting to get 
it higher and seeing to it that he gets it higher if 

he is truly in control of what he sells for. 

MR. FRAWLEY: There is nothing more 
difficult in this whole submission than the endeavour 
to say to this Comnission what is e fair retail spread. 
I have a little bit of evidence as a result of a survey 


made by Mr. Simpson in the City of Calgary. 


THES CHAIRMAN: You have Mr. Halvorsen's 
views? 
MR. FRAWLEY: Yes, he just says, oh 


well yes, we have him pretty well comiitted to 4y cents 
in Calgary and Edmonton and 5 and 6, and then still more. 
But that is balanced by what Dr.Frey says. 


THE CHAT Fé N: You have a disagreement 


as to the remote parts from Dr. Frey. 


MR. FRAWLEY: But have to have some 
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starting place. You have to give me a starting point, 

and I am taking as the starting point 42 6éntsi pi 

have to have some starting point otherwise I am constantly 
shifting my position. If 1 cannot say 44 cents then 
perhaps it should be 6 or 7%. 

THE CHAIRMSN: From the evidence wea 
have heard I think it would be safe to say that your 
service station agent, so long as conditions remain as 
they ara, is only entitled to 44 cents. 

MrRe FRAWLEY: Yos,, Loco ukes tee 
quite proper for me to make thst submission. The importance 
of that is it is 4$ cents in Calgary now and it has been 
4% gents in Salgary for about a year. There is not any 
agroement between the retailers about that 4% cents 

and they might perhaps try to do the same thing they 

tried on the 24th of October, they might try to do that 
again with Mr. Halvorsen's next cut. 

THE CHAIRMAN: (t.is elliso dit ticuia, 
because if the price of beefSteak went up in the meantime 


they might be quite justified in saying "ve have to have 


5 cents" because after all with all the tires und overalls and 


things we have heard of, we have to ecloSe up shop or get 
more money. 

MR. FRAWLEY: There might be all 
kinds of extraordinary matters come in as a result of 

war @onditions and so one I have to make that allowance 
and quite agree that these will alter. But I am suggesting 
that things being as they are no change in the 4% cents 
seems to be proper. Take the proper starting place 

for Galgary, and #dmonton has of its own motion and by 


doing a little getting together too and doing 4 little 
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bit of frustrilting of tho supplier, the Imperial, and that 
is ahl you can call it, they have made the spread 43 cents 
in Hdmonton this last month so we do not need tto worry 
about Hdmonton any more. It is now 4% eents the same as 
Calgary. Let us start with 44 eents in these two cities. 
Well, Mr. Halvorsen makes a out mext monthe Then vy 
getting together, and I only use the word ¢ollusion 
because Br. Frey used it and it has perhaps a more sinister 
meaning with us than it might have with him, so let us 
say agreement, they might frustrate the next tank waggon 
cut very effectively this time, and then where are we? 
We are just nowhere.at all. That is what I am concerned 
about. What has this Commission to do? What is my 
submission to bo with respect to having some assurance 
about some regularity under the canopy with regard to 
tank waggon cuts. I can call your attention to what 
Mr. Stevens says about that in Volume ldc, at Page 
14,689, or thereabouts. He says this is the Chairman's 
questioning - 

MQ All right. The situation then is this. ‘That 

" when an announcement is made that the Imperial 

Li Oil as price leader has dropped the price of 

" gasoline or any other product, any other 

B petroleum product, it is on the knees of the Gods 

2 whether the public gets any benefit or not; you 

‘ have nothing to say about it? 

"A That is correct. 

MG Do you think perhaps you shoulda have? 


pe ‘jell, it is a debateable point. 
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de. J. Frawley, K.C. 


And then he says at Page 14,691: 

"Q But what I started out with, we haves got into 

F a broader field, but what I started out to 

Hu ask you about was, whore you have the illus- 
tration which has now been in force for a yeer, 
bs of the public in Calgary being treated differently 
u from the public in Edmonton, where all the forces 
iN of competition are in force and in full play in 
Wy both cities, rendered nugatory by the simple 
zo process of agreeing amongst themselves that they 
is will not come down, do you not think that it is 
" time that the industry or some other body had 


i: Something to sey about it? u 


That is still questioning by the Chairman. Mr. Stevens 
Said: 
Wh Well to have a uniform price spread it would be 
a necessary that somebody control it. 


"GQ Yese Now, it may be, and 1 am not 1iscussing 


Y the amount of the price spread new, but it may 
M be that the 44 cents in Calgary is the more 

4 proper figure than 4 cents in Kdmonton. I 

i am yot discussing that. I am saying that 

My something is right and somebody should see that 
a it stayed right. ‘het do you say about that? 


"A That would appear to be the only answer, to 
r have a uniform price spread; otherwise, 

re different citios will have different price 
}! spreads, depending upon the thoughts of the 


a dealers in those cities. n 
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J. J. Frawley, K€. 


And then Mr. Harvie 
made his well known interruption and told us that we 
must not be concerned with the apparent priee spread in 
these filling stations because we had heard evidence that 
it really amounted to nothing. Mr. Harvie said "It is 
only the sucker that pays thet price, I believe is the 
expression." And chen Mr. Harvie ¢alls our attentior 
to something that is thers, and that is there appears to 
be a reduction given to various kinds of customers under 


the 4$ cents, which is the next subject I want to discuss. 


THE CHAIRMAN: Where are you reading 
now? 
MR. FRALEY: I am reading from Page 


14,692. That is the famous expression that was attribnted 

to moe I picked it up and used it. I am just as guilty. 

I am mot only guilty but it is a fact. There is not any 

use fooling about this susker trade. Dr. Frey tells us 

about it and Mr. Miller tells us about it. It is something 

we have to fac3 and discuss in this Commission. 

THE CHAIRMAN: It just annoys us to 
think we are suckers. 

MR. FRAWLEY: That is right too. 

thy should,not we get in on the cut? 

TYE CHAIRMAN: I suppose you are 

going to address yourself to just such subjects before 

you are through? 

MRe FRAWLEY: Yeser -[ puto 2 tonyou 

now it is established from this evidence of Mr. Stevens, 

who is a man who has knowledge of marketing in this 

Provinee -he is the closest to it of anybody in that 


Company, in the Imperial Company, im the price leader's 
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company, and he says there should be Somebody doing some- 
thing about it. I put it to him, I have not got that 
reference but I had better get it, I put it to him that 
if his company was selling gasolne they would have one 
price. Now I can give you that. Yes, that is in Volume 
132 at Page 14,703. I was going to dissuss that u little 
later on but I may as well read you a short passage now. 
Page 14,703 in which he tells me that if his company was 
in the retail business that he would sell at the same 
price. 

us) If you were operating a services stetion, if 

is your company were operating gq service station 

you would not enter into this silly business 

y of taking just the ordinary fellow like myself 

that goes in and buys his gasoline and goes 

" on about his businesss and eharge him the posted 

u Service station prices and the man that comes in 

vy behind me whe makes a large noise and curses 

sg and swears around and gets 4a better prices. You 

ie would not support that sort of foolishness? 

tal Noe 

ae Or your Company would not? 


"A No. We would sell all at the same price. " 


Now perhaps it is not a 
good thing that he should, and that is where the 
query is in my mind. <A great query. But at least let us 
take that much out of it tht if Mr.Stevens were retailing 
himself he would charge the same price. He says he would 
anyway. Competition might change his mind for him. Anyway 


he says he would sell at the same price. 


sortie Hore) bel 
“ene 


i 1 i 
PMC Or an ee EM, Seer oe cad Mr hn." 
isi ee Penis 20 wantGE te gas «qk be 


ie th tdgpeeeded ‘ond: Ratt ga 


Phin ke 


phi’ oul ofthe, Spubtbo e ae Yo 5 
omite nt AE tay 280% hear Uby divi foes oa wolke yout, a 
Eeaat fear aupeare Pte gait! 2B ae rt BOW DE: onaliy du S8i _ 
‘ oper thvite a tidy, pees Liaw a yen a Wig, io setae : 


4 i : 


mer va ema’ ain tt 9 + mii dn ated! ett Gotdene wae: COR AE oat 


tt 


pres S87 ta Cue bho oot dott efor kod: sia. ott of _ 


455) 


ot 1B Shei es iahilod® $8 ak 4 


uno a 
: poo 


} ae - 
st “nokeras 06 vioa ¢ sitbtwsoge: etem HOF i: a, a 2 * 
ae os ao tytn ra an ital etc ip saainbe “poy * eo : aif 
eaen dei eiste si oti 20 9 ite ioe iia @ eit . Pe . | 
hibit babt wor 1h ‘eomiveyen eg), dunt gl 231 at ie oh a 
’ 7 $2. 
Seon. bas watioens wkal exuah: Sane, Gr 88038 dont i . | 
at an wit nid ‘owe nal bith 9 qess tau eic. 'n0me aid ay . 
sa | B oity “0 ted? Sy ae ac baie edhay tole oeTS sotkwion ae Pak 
uae baa ‘edron ons ‘s ‘apt it ‘nia tla hem } na 
a bit > ar 
“Gee “Te Olay ned esta ‘Bite haves tercngars: ‘SRR o. ie 
‘aout fh? ¢o Hine ‘pat ‘omnes’ don, _bkssom om oe 
’ pid «ai dea rz 
“etost BLuidw: eset, 80% Oe ay, 
nd Pe 
= sek Siam ‘ont ‘Idee How sinew 0 5p 


‘. pen ‘ tt edd eattuog * oo. vel 
te sg it ut 
- ‘ey ie teek se tod a 


a 
. 


neh 


| “yn oa 


T-2 
13 ~17,729- 


dat Js Frawley, KG. 


THE CHAIRMANY What we will have 

to consider at some stage is whether or not this SoO-= 
called chiselling under the canopy, and all these practices 
that one hesitates to approve of, while purporting tn 
Sell at one price selling at others, whether to deteive 
the public or one's competitors I eare not, is 'iteais 
though part of this competitive scheme? Is it part of 

the business of beating your competitor? 

MR. FRAWLEY: Sure. 

THE CHAIRMAN: That is something we 

Will have to think about. Is it as essentially con- 

petition as anything else we hear about. 

MR. FRAWLEY: Sure, that is what I 

am going to submit. Of cowse I amgoing to submit 

that there can be a lot of different posted prices. 

We have to face the situation. we are either going in 

one direction or the other, Mr. Chairman, and if prices 

cannot be fixed and I am not suggesting that they should,- 

and when I say aes they cannot be fixed it is for the 

very good reasons we have discussed here - but if we are 
to turn our backs on price fixing, then we have to go to 
Competition, and I say let us go all the way for the 

benefit of the consumer. But reasonably and not to reach 
the destructive stage. Not to allow the companies to 

compete until they put themselves outof business. We 

have Dr. Frey's four points, and we have this other the 
threat of Government eraic onion to save them from 
self-destruction. I do not mean that. But as long as 
there is healthy competition, but all for the one purpose, 
tu assert itself on the price leader, then Il say that is 


what must exist and what must be encouraged in this Province. 
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Because my premise is that the price of gasoline can 

still stand some shrinking. 

THE CHAIRMAN: . | ' For my part I wonder 

who is the more logical, Dr. Frey with his four conditions 
on which there should be intervention, or the man who says 
"No, you cannot have two things. If it is competition, it 
its competition, and if the industry goes to the wall is 
it not just too bad?" 

MR. FRAIL BY: Suicide, well let them 
commit suicide. 

THE CHA IRMA N: Well let them, and they 
do it. But you do all these things that we will have to 
worry about. In the mantime if we knew of these practices, 
I was wondering if you thought that wprile they do not seem 
to be abovebboard and while they seem like hypocrisy, meanness, 
under-cover trickery, if they are not all part of the 
competitive scheme. I do not Know. 

MR. FRAWLBY: Well, that is frankly 
the point of view that I have about come to at the moment 
of course. 

THE CHAIRMAN: ido not say 10 18707 
point of view. 

MR. FRAWLEY: No, I say that is pretty 
well my point of view now. 

THE CHAIRMAN: It is just a question, 
surely, if there is to be any Govarnment regulation of any 
kind, if some effort should not be put forward to provids 
some rules of the game that would eliminate that sort of 
thing? 

MR. FRAWLEY: Lh Yese 

THE CHAIRMAN: Perhaps it cannot be done. 
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MR. FRAWLEY: Mr. Halvorsen would 


like some rules of course. He would like it very orthodox 
under the canopy.- But I want all things encouraged which 
will assert themselves on Mr. Halvorsen. 

MR. COMMISSIONER LIPSEZTT: How does this putting 
up the retail spread in Edmonton by half a eent a gallon, 
how does that exert pressure on Mr. Halvorsen? 

MR. FRAWLEY: No, that does note That 
is just a case of the retailers thinking that they needed 
that half cent because Calgary had it, was one good reasom 
that sdmonton should take it, and they took it. That is 
something apart. ‘ie pog that, and we sey 45 cents is 

the proper spread. Now I say if the British American Oil 
Compmy dealer in Calgary - to g:t down to a conereté case 
at least and follow out how it works in my mind - if the 
British American reteiler, dealer in Edmonton today, took 
away from Mr. Halvorsen a wholesale account, one of these 
commercial consumer accounts we were talking about 
yesterday, and induced that wholesale grocer, we will say, 
to give up his tank in his own backyard, and decided to 
come into this British American dealer's service stétion, 
and come under the canopy and be servicec there and buy his 
gasoline there, the very first thing he would have to do 
to him would be to say "Now you arse getting it from the 
Imperial ot the 100% tank waggon and I will give it tec 
you at 100% tank waggon plus 2 or plus ea cent and 4 half 
put you will get the service from me- You do not need to 
bother about keeping an extra man at your place or teke 
the time of your drivers to fill up the tank. But come 
into my service station and I will give you service and 


I will charge you 2 cents more." That is competition 


a es 
Be 


- ; aN, j i i. ae ayaa 


- * 
rc 7 
: | om : 
A z ; ; 
: IRS ere cre 
— ery ie 
Aidmw memo leet . a ; theo SERRE ae 
4 ' * 1.= nd 7 = 
hor dom syne yy ti yilttd OLoow oh geeiwog, to mete pee chs 
: } Pa inne : ' ", 
t : ~ n sa A 
Aer at G Shae, . J hey i pia 0 see wit Xe bey 
1 - jae ps hi i Ful - B 1 - 
ad & ae . a gta Sea ; “4 -— 
ate D0 vie)» ei oe mov 1% J eee pees 
- ad ’ 
“ eee ou 
i wits Bray @ ty. ae EN Teed LE, =o Ay A F 
a 4 Re Ve ‘4 ee “a a Hoa Li ee eed Gab BD net oh eats , ed 3 EY | eo ee ae ui we mh Bi 1% 
ti beg 2 in £84 . 
: Epa par * x 
ee) 2 wh 2 ete Ss] 2eke fed. sony weed 
: = i, * a ery 
a wey . 1 : eo aie g F = i +i 
ane ; ae sea 3 4 US teow’ & Paty FO os saa 
m4 tig gad Di i Bees em. DL  , , meh, 
-F : s it me 23 6 wal pan ae : 
; ti 200% Codd Dae <2) eet blvode sodeqaiyee get. i 
u o “.., 
a? aed w tens et x «tere sol cranes 
. 
- wy 4 : F, re hs ie slice r 
i¢t sasivema Katlice oft Ti Yat 2 RA aeRO ge Seogow ane 


men avevenoe o of MS0b ty GF ~ Peeled AL aoteok eegaee 


' aah 
. if a | et eee Sinan ee a. Oe bab oe df g : 
ee ome Ty Dt Sa 5 a Bi PA wee an hou €F n 


‘ °° 
wt .paho? cotachh@’at getaeh ste hi etes woareoe, ce eitand ” 


ate 


fs 
‘ 7 a zi eS! ‘via wll F e cee seule phe? os 7 
syrsiuny fas i rg es Fg Penn ete a SPSL Oo @ OAT Oy. ee 1 tas 4 Wig: 
SE ee fA ae oe Pee t a oe ah een a So é y " ‘ag alle -\ 
. 4 . . ¥ 
P 4 wie ak . Ne a eLece s * 2 ee - 4 
trodes aoav la sow 20 AGM GSD sR, Teiieaoe- 2 i gio ‘SOURS e 
f a : ; 
, 4% hon bhet hee eed fon a 
r Be oye , ae tit (MPO Me Tes og <e ee . So iy 
. . 4 Y + : ae | ‘ 


‘ | ‘ j oye apa “f a ae ‘ ; is ey er ol a er 
+ Bep teed ine ,oieieea? Ow 220 64 amas aid, a eww ot 
+ iH 7 — 4 


cr¢ats vobvres S’auleet aestved Ault ies aia coat eae. 7 

eh 1PM nea tag pian dole 4 ¥ vom. o \ - > s@. 
. ty = j 1 : al i 

Bic eid Was suede bosiveet oc Sia yaqomes gil? Vet ors -D 7 
. sa q “aha ™ bial oo. ’ ; : 
_ a 


“ 


ot oved Aiuow of, qaidd tealt qaey edt ,ocedtcenteomgy 
' 3 : ; on TRS 


: off most th gidten ete ooy wORA sche ot ud — 


ytd) seta diiw bie sogger, age mane: Bil vod 


ra aya a Ste rey on w & ee wee, § anita oo A 3a: Stet Y 
: mi : wie is 
of bean Ton oF vot (et aoOTk ao bleed ot 


olat 10 802 iad THOR taal att mp oe 


ie oF “ 
on r ve 


Te2 
L$ 
-17,732- 


Je. J. Frawley, KG. 


asserting itself., But if he is prohibited from selling 

at less than 43 cents over the tank waggon, then he 

Cannot go out on the street and take this business away 
from Mr. Balvorsen. That is ho it works out. ‘That is 
fres play of competition. ,And it cannot be dense unless 

you permit then to charge two -or three prices. 

THE CHAIRMAN: I wonder where it goes 
to? Supposing you accomplished all you suggest and you 
take most of the business away from Mr. Halvorsen. I 

am just wondering what you have accomplished. 

MR. FRAVLEY: If you get most of 

it away from him? No, but he must not loss the business. 

I do not want Mr. Halvorsen to lose one single gallon of 
business. I hope I am undorstood about thet. 

THE CHAI RMAN: Well it might come to the 
point where he is going to do one of several things. He 

is either going to say "Well I will let that business go," 
or he is going to say "/ell all right, if with the stemp 

of approval of this Government this sort of practice is to 
go on, all right, I will give them all they want. We will 
put the price down so that it is so punitive that everybody 
who is small will die." Then what will happen to you and 
your public? 

MR. FRAWLEY: The Imperial e611 

Company will be there serving the publie. 

THR CHAIRMAN: It certainly will, and 
tt will be a complete monopoly. 

MR. COMMISSIONER LIPSsTT: Yes, with complete monopoly. 
THE CHAIRMAN: With complete monopoly. 
You keep pressing a man with this and that to where he cannot 


get along and he is going to come back. 
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MR. FRALEY: Mr. Chaiman, that is 


not what is going to happen. 

THE CHAIRMI: If this undercover 
business is a good thing against him, he is going to 
answer perhaps with similar weapons. It is just a thought 
IL have, Mr.Frawley. He is going to say "Now I am tired 
of these bees buzzing around stinging me, and I am g olng 
to kill them all off," and if he is successful......s 

MR. FRAWLEY: I think there is a 
happy medium. On the one hand I refuse to say "Do nothing 
and let 1s wait for the long swing and do nothing." 

That is one thing, and with all the sincerity at my 
command I cannot subscribe to that. I cannot subscribe 
to the theory that Mr. Halvorsen would have me subseribe 
to, and all the witnesses and all the oil companies, 
because I cannot subscribe to this long swing business 

I cannot go in that direction. But there is surely a 
Place before Mr. Halvorsen is going to put these people 
out of business, where he will Come to the point where 

he is going to give a price concession. Now how long 
will it take him to do it. ‘We had some experience with 
that in Third Structure. #411 1am wanting him to do 

in "Q@" gasoline is what he had to do with Third Structure. 
THE CHAIRMAN: He may give a prices 
coneession or he may paint a garage or he may end money 
or he may do all these thimgs that at the moment do not 
seem to me to make for healthy competition. 

MR. FRAWLEY: All right.” We Wier 
leave it as it is. I am very open and frank ebout it. 

I am only trying to help the Commission understend 


all the possible angles of it. If we can do nothing 
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and be perfectly consistent, then it is perfectly all 

right. But i do not subscribe to that view. 

THE CHAIRMAN: | Wake no mistakes, Mr. 

Frawley, for my part I shall always do nothing rather 

than proceed to do something that 1 have no reason to 

believe will be right. 

MR. FRAVLBY: well I have to confess 
THAD b:9:0.5 004.6 


THE CHAIRMAN: Or will advantage the 
situation. 
MR. FRASLEY: Iam trying to indicate 


where I think there can be still some plaee in the price 
of gasoline that Mr. Halvorgen can still reduce the 
price of gasoline wthout putting him or anyone else out 
of business. 

THE CHAIRMAN: Iam not saying you 
are not right. But you feel it is a good thing to have 
this painting of garages and lending money end lending 
pumps and going through the fiction of selling things 
that you do not intend to be paid for and all that sort 


of thing. You feel that is all to the gooc? 


(Go to Page 17,735). 
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MR. FRAWLEY: Well, wr. Cheirman, let 
us be concrete about it, let us be concrete and I will 
tell you why I am, take like this, there is a company 
called the Gas and Oil Products which is just on the 
verge of expanding out, if it is not, it has made a 
very sad investment---- 

THE CHAT AN: Yep, i2 Bien. 

MRe PRAWLEY : The Gas and Oil Produesés 
goes up into the town of Lacosibe say and they want to 


get some representation, as they call it, they want tn 


get some gallonage, into the town of Lacombe, and they ere 


met with the 100% dealer, they are met with somebody 


who has been loaned a pump, they are met with somebody 


who has been loaned, a garage man, $5,000 to improve his 


place. Now are we going to shut that all off, so that 
Mir. Meyland will just fold his hands and go on to the 
next town and he keeps on going and he never sells a 
gallon of gasoline. Wow that is all I am striving for. 
ir. Mayland must assert himself in this market. 
TH CHATRMAN: Well would he not be 
more apt to assert himself if the only loans there were, 
were honest ones; where the only pumps sold were paid 
for. 

MR. FRAWLEY: You couldn't do that 
with the money which is already there You see if cir. 
Mayland cannot come into this man who has a money loan 
and say "I will take over that obligation to the 
Imperial O11", if he cannot do that then you have it 
frozen, that is what they call "freezing", that gal- 


lonage is frozen. Mr. Mayland cannot touch that at 
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all and if we are going to have a regulation+«--- 

THE CHAIRWAN: We are just exploring it 
but is not that part of the competitive system, if you 
put up enough money to freeze something, then all right, 
you have it frozen and why should it be unfrozen for 
someone who has not paid anything at ts 

MR. FRAWLEY: No, Mr. Mayland would have 
to go in, he could not dislodge that galionege unless he 
took over the liability and th t is all I am saying. I 
say, should the painting of garages continue only be- 
cause I do not want to shut Mir. Mayland out from being 
able to offer to a man a painting job some day to get the 
gallonage and that is all. ify position is as simple as 
that. Perhaps I am not making myself clear but that is 
all I mean, that is all I mean, if ir. Mayland has to 
offer man to paint a garage as-a quid pro quo for get- 
ting the gallonage, l am not going to say "no". "No, I 
do not care about ir. Mayland and his gallonage", be- 
cause I do, on behalf of the consumer I do care about 

Mr. Wayland because as Mr. tiayland bores into this 
market and makes himself felt, so does ir. Halverson bee 
enme more sensitive and so is the reduction in the tank 
waggon price brought nearer, that is all. There is 
nothing vicious or wicked about the submissions I am 
making, Mr. Uhairman. If we can bring it all around to 

@ situation of plesssntness end love, I woula be very happy 
ebout it but you cannot do thet, you cennot co that and still 
hope to have any effect brought about on the price of 


gasoline. 


THE CHAIRMAN: Well I do not know. We 
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may have to approve of sourness ant darknesb; you know, 
but at least one must think about it first. 

MR. FRAWLEY: I think I am consistent 
about it. There is perhars a horrible consistency about 
it and you put it to me, I have to welcome the Texas 
Company with their Montana gasoline. 

Mine NOLAN: That is laissez faire. 

MR. FRAWLLY: No, that is laissez faire 


down in Ottawa perhaps. . 


Whe NOLAN; That is laissez faire with 
you. 
Mite FRAWLEY: No, it is down in the De~ 


partment of National Revenue in Ottawa. 

MAJOR LIPSETT; Have you not to appr@ ch 
it on the point of view, not of the Gas and Oil Products, 
but from the point of view of whether it is right and 
preper that the present system of painting and ail that 
sort of thing should continue as pert of the competitive 
system or wksther if it is wrong that that should be 
allowed to go on and if we come to the conclusion that 
that i8 wrong to allow it to go on---- 

MRe FRAWLEY: Yes. 

MA JOR LIPSETT: Mien is it mop (one a 
secondary question as to how to stop it. It has to be 
stopped at some time but how to stop it with all con- 
siderations of equity. 

MRe FRAWLEY: Well I would like to know 
how you are going to stop it, Mr. Chairman. What are 
you going to do with the $65,000 which Mr. Halverson has 


out to freeze the gallonage, in my submission to freeze 
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gallonages you datinot just say+-+-s 
MAJOR LIPSDTT: Then ate you driven to 
saying the system should be allowed to go on. 
MRe FRAWLGY: That is only why I am 
driven to it, 1 have to face the realities and I find 
that this giving, this loaning of money is freezing 
that gallonage. Now that is an obstacle in the path 
of the competitor whom I am seeking to encourage, why, 
for the purpose of making himself felt on the price 
leader and tht is all and I cannot just simply say 
"Let this go on and have no care of it", that would be 
& very poor measure, that would be just a half-way 
measure and it would leave ir. Miayland et the post. 
MAJOR LIFSETT: Is this whet it comes to.then, 
that you submit that no matter how unfair or hoard on 
new comers that should be, that it should still be al- 


lcwed to go on so as to enable the present company-~-- 


MR. FRAWLEY: There you are. 
MAJOR LIPSETT: To freeze a new comer out. 
THE CHALRMAN : I do not understand why 


you think that advantages a new comer always. It may be. 
MR. FRAWLEY: Well if you prohibit it, 

@ new comer must at least be permitted to do it as well 
as he can. hiir. Pwcpepacteyukeee go on doing it, 

THE CHALKRwAN; If they have all the, 
corners in all the towns frozen, as you put it, where 

is the advantage, where is the new comer getting on. 

Wke FRAWLEY: I do not say for a moment 
that they have done so complete a job as that, Mr- Chair- 
man, oh no, oh no, there are lots of places yet where Mr. 


Mayland can go in. 


oP snes 


if 
- vi . a 
AY 7 
af. 
=) BANAL: 


; <s 
’ r 


ve 


‘3 peer aa’ duals brit: pare Aounuodieg 


7 5 | ae 
ma ee 4 re As . om 3 ve By i err, t seniban. Wola : 


ites! A 
coy te ae ay 


>» 
ne ‘ 
cae . 
er 
al + . a 
Bet a: 1, Sey, x 
sa ied fe y 


os ie ‘F 
= oe . 
su 
' 
A ess 
ois 82) 


: 
* 2 
4 
aie 


sere Pe Me 


pets eae 


, 4 
‘ Loe 
5 ui 
. OE! bles 
A, 
oe fl 
rs ee 
ty j 
aa es 
5 oy aT 


cf } 
Bey Ee 
ms em *, ¥ 
. 


tt 


a 
a 


ee x, 
sae ae bee os 
eal 
=> 2 ae es 
i= 
ae Oar, 
lh, 
me ace g 


<a e 


sen oN, As ne paoa aid bts “at : 


980; Py hy dorbels t au adh akon mateya: ah aad aa 


is bate eel ii aet.adt.oost ot omnd. 1 al. ov inbir tb 


5 ‘s 
ae Se our 9 aon as | : Fi f 


ae oat cu dst as 


owhs tendo met 2 adgdienrhs Haat alata t sey 


Ru ieee ate ar re 4 a. Feline 
4 ¥ ; : 
‘ Ae eee if F te a : ad zt - . ; 
: ae ee 2 ee a \ : © anhe Vs 
PE RO RIE ; <n 


a 
ae 
a | ee 


‘ 


hy ve FOAM hee ia 


4 


to _ piitambl aad, gon i tints init Paid ; 


ee of Sa ' Oo .fe@. alt” teas,’ WAY » 62 stab tea t ad ¢ : 


Pa, 


i. ay) ay 4 : a ea He oe a : 
OS Naya WAAR Bes. shubelne: D Ba Peqmao ‘ei “tO 


3 ’ 
‘ ( 


+ 


4 Se Piet gs a aed Yih Bal. ey ee > : OE he Paes: + 
‘Ao: Pek 2aceni nh: pete: to. okeme ts eng) hh ak 


ident ptoticeo Tobees fe at da cod Shes sirens. ; 
eh te 


- : Pa ‘ AJ & 
oy — "e" ce ae ae ty eae a = 
ot2y = do .eugo di-ewed: Sie: so -ogea tad’ bad 


a. 


? 


s EY, ‘Db ux x) Ma tane Ne Ps aes = BOY Py a [8 easy 


‘Pe. heel yeu. -wio@¥eel ecw ae Agere adm . 


4 % eR Mire 
, as 9 : eae 4 TL Bod 
RUGWs AES BS Pepa, (9 ls Belt 7 


sy) wet gettoundn rede balay a my 7 eadt 


iat stadt, pod :bioude 1tadt aremao abies 


toe gil slidans-ov aaa ‘em. 20 Me - 


a 


“te 23) “ee ied : ee al i eeL t : th : 


segesry sot os Ta See SO = 
bo eam G8 “J a ie vise sce) eat 


“i rs at rat 


it Detthies cad tweal te deen Pont a) “qa 
te y 


vere an 
ae a , geet : srpark atl i gid Rie git 


r 
i‘ _s ime 


Wier ak 4 


AG > « 
* ‘ Ve SI . 


. a i 9 
109M 


* ee ay. # a on 
mee e90 mio ih eueitay Sain 


be 


ae oh ‘ oie 


eg, 80 


de Je Frawley, Ke. C. 


Co ~ 17,789 4 
5 


THL CHAIRMAN: Why cannot he go in and 
get anything which is not frozen. 

MRe FRAWLEY: Oh yes, he can. 

THE CHAIRMAN: What can we do about any- 
thing which is frozen. 

MMnhe FRAWLEY: We are talking about a 
veriety of things. Supposing we say there shall be no 
more painting of garages and the dealer jumps up and 
says "Well I have got it all these years from the other 
companies, and you will have to do something similar for 
me", 

MAd OR LIPSETT: But if that wes prohibited 
he could not get it at all. 

Mine FRAVLEY : Thet is true. I am content 
to do anything at all that will make it even, even for 
them all. 

MAJ OK LIP#ETT: wre Frawley, take it that 
one is only thinking out loud now. 

WRe FRAWLEY: Yes, it is a tremendously 
difficult subject, of course you know, to find one's way 
through these complexities of competitive practices. 
WAJOR LIPS:TT: Supposing you came to the 
view that it was basically wrong and should be stopped 
for the future. Now that stops everything For the 
future. Would that prevent you having a provision or 

an extension that so far as that which exists at the 
present time, at the moment, that ur. Mayland, to use 
your own example, should be at liberty to redeem or buy 
out existing ones, it would not prevent him from taking 


them over, would it. 
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MR. FRAWLGY! Nos 
THE CHAIRMAN: - | Ahad bh the other hand you 


are in the competitive world, I do nb¢ know; some of 
the things which will have to be thought of; this is a 
competitive world and can you'interfere with the giv+ 
ing of these competitive practices or is everything to 
go by the Board. 

Me FRAWLEY ;: That mey be, that may be 
and then the public benefits perhaps when they are half 
way to destruction. 

THE CHAIRMAN: Yes. 

whe FRAWLLY: And then it is all, the 
pieces are all picked up again and then the consumer 
pays during the re-organization. 

THE CHAIRMAN; There seems to be only 
two ways of thinking, one a public utility pure and 
simple in which the principal consideration is public 
service to the public at a proper price. 

MRe FRAWLEY: Yes. 

THE CHAIRMAN: The other is competition. 
Let it be what it will to the public. 

MR.» FRAWLEY: And to themselves. 

THe CHATHmAN; And to themselves, destroy 
themselves if they will in their efforts to gain from 
each other. Now the question is, is there third pos-~ 
ition that can be taken up with good sense. 

MR. FRAWLLY: Well there is a Nova 
Scotia of course and we will have to consider that and 


discuss it. 


Well at the moment, anyway, 
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t am only seeking vo make this point, that thete is 

at the moment no assurance, that this idea of putting 
vhe one bperation in the industry beyond the reach of 
the supplying comvanies, seems to have inconsistencies 
that are ludicrous in their results and that is all I 
say about thate I am not talking about chiselling now. 
I am talking about placing beyond the very reach the 
dealer and still having to go through the dealer to ac- 
complish purposes from time to time in the market. Now 
that seems to be an inconsistency very much which will 
have to be remedied somewhere. Now how to remedy it is 
the real problem. The suggestion has been made that 
the oil Binehiies might resume the retailing. Now that 
is fraught with all sorts of difficulties and complex- 
ities. 

THE CHA IRAN: Ana they say with very 
much greater expense to them and ultimately to the pub 
dic. 

ke FRAWLEY: Of course they did say, 
they did say when they operated the service station in 
Calgary, they operated on a 4y spread. Now in fairness 
to them that 4¢ may have to be opened and they did not 
commit themselves on that at all. 

THE CHAIRMAN: I think they said, didn't 
they, at least they say they didn't want to be in this 
variety of businesses, that the Vendor of gasoline is 
often now in. I do not think Imperial wants to be 
selling sandwiches. 

MR» FRAWLEY: Noe Well other people of 


course, the Texas Company are operating sandwich shops 
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or whatever you call them, no, I guess they rent them. 
TH CHAIRMAN; They rent them. 

MR. FRAWLEY: Yes, that is right. The 
oil companies are not in any of these businesses at 

all, that is quite true. Well I do not know whether or 
not we should seriously say that the retailing should go 
back, thet the oil companies should go back into the 
retail business. I am not suggesting that at all. I 
say that we have to try to devise some ways and means 

of doing what Dr. Frey says is @ desirable thing, un- 
questionably a desirable thing, pass on the tank wag- 
gon cuts as and when they ere made. 

MRe HARVIE: By competition as between 
service station operators. 

MR. FRAWLBY: Now I went to be sure that 
I understand that, competition as between service station 
operators; here on the cdoSth of October then, it frustrated 
Mr. Halverson. Then we saw the very opposite. I say 
the cuts in tank waggon must be passed on and it is 

in the evidence it was not passed on then, it was about 
stopped on the <5th of October. 

MR. HARVI i: Noy it Grant, “stop / oon 
petition forced it on. 

MR. FRAWLEY: | Wo, if we were to make a 
fair inference from the evidence, it would be that the 
Imperial Oil went out and saw that it was passed on. 
They over-stepped themselves and got in uncer the 
canopy and saw that it was passed on. 

WAJOR LIPSETT: And was it not fair to 


say in kdmonton that the agreement eliminated the com~ 
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petition and there put the half cent on to the operators. 
Mie FRAWLEY: There was that anomaly 
there, that they thought "We will rectify that". Now I 
ado not want to be eeine too far in saying that the 
Imperial, it is by inference perhaps and perhaps my 
friend ifr. Nolan can correct me if I am saying something 
whi¢gh is not justified but I gathered that impression 
and it is like so many things, it may be what I heard 
discussed outside the evidence that is weighing with ne 
vut it seemed to me though thas there was this, that 
it came about in the Imperial's station first and then 
the others followed suit. Se that as it may, as my 
friend says it was passed on. Now would it have been 
nassed on, would it have been passed on at all if the 
Imperial had not over-stepped its own jurisdiction, if 
they did, and suggested to its retailers it ought to be 
passed on? I do not know. 

I have not very much to 
suggest how it could be made more satisfactory. If 
these people are to be allowed to continue there in 
business, and if the supplying company is not interested 
in retail marketing, then I suppose always they will 
have to abice by whatever the consequences are in the 
service stations after they have made a tank waggon cut. 
As you have said Mr. Chairman in the evidence I have 
read, it seems to be on the knees of the gods whéher a 
reduction to the consumer, which on the coth of October 
was what ir. Halverson desired, is brought about at all. 

Now the other thing is 


the chiselling under the canopy. 
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Now Dr. Frey says there 
are some long spreads it is true and Exhibit “eee is 
the Exhibit which shows the tank waggon, the spread 
between the tank waggon and retail prices. 

Now I went to tho trouble, 
Mr. Chairman, of going through Exhibit "222" and picking 
out a number of points which we thought were represent 
ative and we have put those on a separate sheet of payer 
and it might be perhaps worth while if we filed it as 
Exhibit "S22" (A) or gave it a new number now. It is 
the same evidence exactly but rather than go through 
the whole of Exhibit "S622" I have had picked out a number 
of places. 

THE CHALRMAN; I think we will give it a 
new number. It will be Exhibit "741". 


(STATEMENT PRODUCED HERE 
MARKED AS EXHIBIT "741"). 


THE CHAIRMAN: What is the description of 
that Exhibit? 

MRe FRAWLEY: You see Dr. Frey said---- 
THE CHAIRMAN; You were going to give me 
a description of that Exhibit. 

MRe FRAWLEY: Oh yes, it is typical 
spreads between posted tank waggon and retail prices 

as of the lst of January, 1929 and then you might add, 
Mr. Chairman, retail prices as of the lst of January, 
1939 taken from information, taken from exhibit "Sze". 
THE CHALHMAN: Yes. 

WRe FRALWYE: Wow before I call your 
attention to those spreads, it is all based upon what 


Dr. Frey says» He says in Volume 133, page 14,691 and 
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14,892, now I had called his attention ta the Exhibit 
"Zc2", L had called his attention there to Exhibit 
"Sce2" and had pointed out the long spread, the spread 
at Ked Deer for instance being 5.3¢, all as of the 
lst of January, 1939, mark you, 5.3¢ over the 100% 
dealer; Lethbridge 5¢, Three Hills 5.7¢ and then Dr. 
Frey saya this; it is on page 14,892; 
"A. I should say that except in very isolated 
Nareas and areas very unfavorably located with 
“respect to winter traffic there would not be 
“any particularly good reason for there being 
"any marked difference in margin between one 
“erea and another. I should say that it would 
"be logical to look for about the same margins 
“in most every town. That it is our experience 
"that most of the margins in any particular erea 
"in the United States ere about the same whether 
"they are in towns or in the country and lI 
"should think that it would be normal to expect 
"that here." 

And at another place, he 
gives the reason aon it by saying that the handling 
charge is not very high. Now where does he just say 
that%oleseem to have the wrong reference but it may be~=< 
MRe NOLAN; As to what. 

Wine FRAWLEY: He says they do not have 

a high handling charge and there is no occasion for a 
high margin. I have his statement that the margin 
should be about the same but he goes at it again, unless 


he had said it before, you may have the reference to that 
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and we may as well get it. I think it was later on! oh 
yes, here it is, yes, it was when Nr. Nolan, yes, ir, 


Nolan took up the question and it was in that dis- 


cussion. 
MRe NOLAN: Page 14,902. 
MRe FRAWLEY: res, pages 14,901 and 902. 


The reference I want to give you is in Volume 123 then, 

page 14,901 and 2 and that is, without reading it all, 

at that time---- 

THE GHALRwah : This is different. 

MRe FRAWLEY; xyes, this is 14590) and ee 

and there he says, the Chairman says at the bottom of 

page 14,901: 
"Q. THE CHAIRMAN: There is reason why one 
"Gennot understand that which is suggested by 
“Vir. Halverson, that the spread should be greater 
Win the country, where they are earning their 
Wliving out of other things? 
"A. That is the reason that I came to the cen- 
"Choe Low that | did, that 1 did not see any oo-= 
"casion for any higher spread in general to the 
"country dealer than in town because in a very 
"large number of instances the country dealer is 
"enpaged@ in other lines of activity in which pet- 
"troleum and its products is only an incident te 
"the:rest of the business except it would be, in 
"the event fant he were dealing exclusively as a 
"service station operator, in quite a remote area, 
"Nand I might say for instance that perhaps at a 


"point like Banff or Jasper, some place like that 
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"where my statement would be atsolutely fallacious, 
"put I am talking about the typical situation over 
"the Province." 
And then a little further 
on, I say; 
"Q. MR. FRAWLEY: He just has a pump in front 
“of his hardware store or his grocery store, as the 
"Gase may be? 
"Ao Yes. I remesber when I was running gasoline 
"for instance, I used to get about 2 cents a gallon 
"margin and I think that that would be my position, 
"my position was .ore or less the position of the 
"country storekeeper who was selling gasoline on 
"the side." 
Theat i6s,i think, the 
reference that I wanted to give you, ix. Chairman. 
Now that is all, and then 
E want to give you some of them, I do not know that 
they will mean a great deai tn you, Nr. Chairman, they 
do mean something because you know what the spread in 
Calgary is. Now my difficulty about that is, the value 
of this Exhibit. "741" is that these are as of the lst of 
January, 1939 end I did not, from. the Hxhibits,which fi 
filed yesterday,-take ked Deer for instance, sxhibit 
"740", hed Deer now hes a spread of 5.90¢ as between the 


100% dealer and the retail price, 5.90¢, whereas in the 


Exhibit as of the lst of January 1939 Ked Deer only had 


@ spread of 4.3¢ over posting or 5.3¢ over the 100% 
dealer and that has been deliberately increased you see 


from 5.¢ to 5-9¢ s0 to that extent these spreads may be 
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even greater than they were on the lst of January but 
they are perhaps worth While looking at, some of them. 
We have a place like Blairmore with a spread of, ae of 
last lst of January, of 7.7¢ over the 100% tank Waggon; 
Banff, 5.9¢ over the 100% tank waggon. 

THE CHSTRWAN: If you found it to be im= 
practicable to interfere with competition with refiners 
ies and marketers, what theory,-so that I may understand, 
what theory, what reasoning would we, on what reasoning 
would we interfere with eny of these retailers who also 
are in this competitive world, in this competitive bus- 
iness. 

Mane FRAWLEY: Thet is right, that 1s 
right. You go into that. That is the business now. It 
is the business all alone. 

THE CHAIRMAN : And it is competitive. 

MR. NOLAN: Dr. Frey tells us we can- 
not work out these service station spreads. 

Like FRAWLEY: I am going to say that 
very plainly. We tried it but then the Chairman is 
asking me something else. We cannot even tell you 

wheat it should bee iir. Simpson, a very competent ac~ 
countant, went out into 17 prints in Calgary and what 
did. he Pana, he didn't find anything of any value. He 
found of course one thing that they are making their 
living, that they are selling, except in some instances, 
I have some notes on that and I will discuss that when 
I come to it. 

THE CHAIRMAN: I was just thinking back 


a little. We were saying a little while ago or et least 
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you were suggesting a little while ago that in Calgary 
and Edmonton they, you took 44¢, that is the correct 
one , now that is the spread which the retailer gets, so 
that we may know that the reduction in the tank waggon 
means a reduction to the public-+-- 
MR. FRAWLLY: Yeso 
THE CHALTRAN: Not to the retailer but 


tv the public. 


Wh, FRAWLEY: YeS> 
THE CHAIRMAN: find see to it without any 
collusion on their part, using that word not in any 


sinister sense, prevents the reduction reaching the 


ublic and seeing that the effect is given to the re~ 
a) © 


duction that the person making it intends it. 


MR. FRAWLEY: Yes. 
THE CHAIRMAN: Now all right. I have 


just been thinking while we are carrying on with some 
Other things, thet I should perhaps not have been 
Going s-if competition is to govern, if there should be 
no interference for reasons which seem to you sufficient, 
in the field of marketing and in the field of refining, 
on what theory do we say "Well we really cannot do any 
price fixing up above but we are going to fix it for 
you", 

Miko FRAWLIY: Yes. That is what that 
means, if the retailers in Blairmore are taking 7.7¢ 

on every gailon of gasoline for themselves, who is tO 
sey, well that is on Lthyl, that is on hthyl, if these 
figures are correct and they are supplied to him by the 


Imperial he was getting 7g over posted tank weggon, 
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16 
which would be &.5¢ over what he was paying the 100% 
price as of last lst January on "qQ", 

Well I suppose now, not 
anyone can do anything about it. If the citizens of 
Blairmore,who are we to say, that they are being rooked 
into paying 8.5¢ and we just think that is awful. Dr. 
Frey says it is too long. If Calgary is sound at 44¢ 
and Mr. Halverson says it is sound, let us say it is 
sound and perhaps that does not make it so in fairness 
to ire Halverson, he says he thinks it is just about 
right but Mr. Simpson cannot tell us anythirg whatever. We 
have attempted to do it scientifically so that we could 
say that it is right but we do not know. It is cheese 
and chalk and we cannot do anything about it. 

I have made a little 
analysis of what Mr. simpson did and it is of interest 
to us as to what is being done in the service stations, 
but you cannot add them up and make an average but IL 
think that is interesting, I will give you.that in « moment. 
THE CHA LRA N: Yes. 

MR.» FRAWLEY: Then Dr. Frey says 4s¢ is 
sound in Calgary but I go on to Blairmore and I find 8.5¢. 
Oh no, I have not much hesitation in saying that is 
wrong. Well what-would he do, he is not a price-fixer, 


whatever else he is. 


THE CHAIRMAN: . No. 
MRe FRAWLEY: Would he say by edict in 


Blairmore that that is going to be O¢. 
THE CHATRMAN: He says in the course of 


time, in the course of time Blairmore will have to 
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change. 
MR. FRAWLiY: Yee, I must not forget 


what he does say. 

THE CHAIRMAN: Or all the business will 
go to Coleman. 

MR. FRAWLEY: Yese I saw in the paper 
the other day that thanks to the McGillivray Commission, 
not this Commission but another one, something happened 
down there, a mine closed up or something and all went 

to another mine or something. Now in the case of Blair-~ 
more, lots of people know that that man is buying it for 
83¢ leas than he is selling it for. 

Re HARVIE: So that there is collusion 
in the sinister sense. 

MR. FRAWLEY: In which case charges should 
be laid but that is---- 

THE CHAIRMAN: IT am sure you will be glad 
to know, Mr. Frawley, that the mine you are talking about 
was in bankruptcy before the Commission started. 

MAJOR LIPSETT; And did not adopt the re- 
course that that Commission recummended. 

whe FRAWLEY: This is just one more news« 
paper article. 

THs CHAIRMAN; Yess 

MR. FRAWLEY: And I will subscribe to the 
proposition that everything one reads in the paper about 
this Commission >r any other Commission is not perhaps 
quite correct. 

WAJOK LIPSETT: While we are out during the 


noon hour, Mr. Frawley, you might think of this point of 
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view, it seems to me thut this instance in Blairmore 


you have given and the auetance in the increase in 
Edmonton possibly or possibly not, may negative to 

a large extent the competition under the present 

system. If there is one Imperial dealer and one 

British American and some other dealer in Blairmore, 

that there-is really no competition and that it might 

be a very cogent additional argument for your propos- 
ition of yesterday or the day before that there should 

be a refinery price available to all persons who can buy 
at the refinery in reasonable maximum quentities, and then 
there would be an opportunity in Blairmore if the present 
men are getting too much, for somebody else to go into 
competition and make the competitive system effective. I 
have not thought it out. 

Mie FRAWLEY: Yes, you see there is not 
much competition in Blairmore. You are quite right, Mr. 
Chairman, from this point of view, if everybody in Blair- 
more pays the same price for the gasoline» They pay to- 
day 18.5 less 1, presuming there are none of them foolish 
enough to pay split dealers, they pay 17.5 for 2-Star 
gasoline now and if they are enjoying the same spread 
they add to 17.5¢, 8s¢. Now what Dr. Frey says is, well 
following up your question, Mr. Commissioner, it is 
pretty easy for four or five people all buying at the 
same price to sit dowm and agree on a pretty long spread. 
Of course remembering what Dr- Frey says about that, in 
‘Bleirmore the spread is 8.5 but that is only to the un- 
sophisticated motorist, using that polite term. 


MAJOR LIPSETT: We are not talking of a 
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standard at the moment. 

Mike FRAWLEY: Yes, but he says in Blair-~ 
more there are people who live there who know what that 
spread is and if that spread is too long to them, they do 
not care what he charges the unsophisticated motorist but 
the citizen in Blairmore, this is Dr. Frey's theory, will 
go to unre Nolan's client or Mr. Harvie's client and buy 
a barrel of gasoline at 183¢ a gallon, save them 74¢ 

in Blairnore and that is why he says there is the sucker 
trade. He says that these people who know what they can 
do and do not mind the trouble of buying a barrel of 
gasoline and a little pump, well they do not pay the 
service station price. 

MAJOR LIPSLTT: That would simply mean 
there might be competition amongst the people who shop 
around but there is no competition among the people who 
pay the price. 

MRe FRAWLEY: The travelling public. 

THE ChAlkwan: Well we will now adjourn 


for lunch. 


(The Inquiry was here adjourned to be resumed at 2 P.M.) 
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MR. FRAWLEY: Just before passing then, Mr. 


Chairman, from the question of margin, Dr. Frey has some- 


thing to say about it, and it is fairly complete. That is 


in Volume 13]1---- 


THE CHAIRMAN: This is retail margin? 


MR. FRAWLSY: Retail margin. Starting at page 


14,576-77 and part of 78. Now, he says - yes, that is by 


the Chairman - 
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So that in the end then, are we coming to the views that 
"Hands off service stations' is the wise policy from an 
economic standpoint? 

There is only one that strikes me about the service 
station situation that may be very valuable. I am 

not saying that it is but it strikes me as a possibility. 
pome Service stations in this Province are charging 

a very large margin. They cannot get those margins 
locally of course. if, for instance, you Taye a 
Macoin or 6 vO Y/Y cents and I understand thet “ere are 
places where that actually exists. Now the home 

people who know that operation certainly are not going 
to pay 6 or 7 Gents when all they have to do ie to pay 

a barrel of gasoline in order to get it at, at close to 
tank waggon or at tank waggon or close to it, or 


Slightly below it in some instances." 


Let me stop there. It is very plain with us any consumer 


ean buy a barrel of gasoline at the posted tank waggon, like 


at the farmer price. 


YW 
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Now that type of operation is strictly for the sucker 


trade, am the sucker trade is you ami me and the likes 
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of us when we are out touring and we do not know the 
immediate local situation. I should say that that 

type of thing is something that one cannot countenance 
without comment and my problem is, what ean be done 
about it. it was suggested to me that possibly you 
could establish the margin of operation and when I looked 
into that I found that there is no base; the difference 
in distribution has different bases for that filling 
station 30st, that is the laid-in cost to the service 
station, the difference may not be great but nevertheless 
it is mt uniform among the companies operating, so it 
looks to me there as though, if there is anything that 
can be done, it would be to throw the light of public 
Opinion on what actually constitutes a proper margin of 
profit, that that type of operator is taking, and I 
cannot see very much other than that that can be don. 
It would then be up toe the buyer to decide whe ther he 
would take that or to try to get the lower price, that 
is to say, if the posted price also carried with it some 
suggestion of the margin, where the margin is longer 
than usual, it seems to me that the publie would be 
adequstely warned and that much of the criticism of 

the price of gasoline might be removed, simply by 
putting the light of sublic opinion on it, in which it 
would be, in which it would hardly be expected that a 
very long margin would stand. 


passed, 
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That is to say that some requirement should be 
requiring that there should be posted on the pump the 
price at which that product was sold to the dealer? 


I do not feel that I am prepared to recommend that. 
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_ IT am just suggesting that it is one of the things. 


Perhaps the industry could sugvest something better 
but it is just one of the things that occurred to me 
that might be used in order to reduce these unusual 
margins in some peculiar localities. 

PQ that 1s posting? 

"A That would require the margin. to be posted . You 

° would post three prices; you would post the price at 

e which it was sold, you would post either the difference 

u or the price at which it was bought and the tax and then 

x the consumer would know what he was paying." 

Now, Dr. Frey you see from that 

f2 not recommending it. He is only Suesestivg it.) “ater 
On again’) remember from his seat in the court moomingssaid 
aeain "i isugséested that. i jwee Sue rested a7. % You. 
Know 16 might be helpful, and [am Greparéd torso aepiul ike 
fucwre: wien pr. Frey, 1 am prepared ‘to Submit tbat tier 
should be a recommendation. That that is a good idéa, 
particularly when we cannot go out and scientifically say 
"Well, 4% cents is, we have applied our minds to it and 
AS Gents is right. Anything else is too little and 
anything more is too mich." Frankly, we cannot do that 
for the reasons I will in a moment give you when I review 
Wr. Simpson's evidence. So we are left with what Dr. Frey 
calls a suggestion and I am bold enough to say is & good 
suggestion and is one that wuld have the service station 
operator post (1) the price at which he buys in the City 
of Calgary, that would be 15 cents or 16 cents, as the case 
may be. Of course, in 95% of the cases it is 15 cents. 


The next would be 4% cents. Well; you would not need that. 
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You would not need a whole line of figures. The next pie 
would be 15 cents plus 4% cents, in other words,19% cents, 
and the next thing would be 7 cents, and the top price would 
be the total. That is a sensible, workable and reasonable 
Suggestion to require that kind of posting. Aud date 
posting of that sort and that would throw the light of 
publie opinion - and that is the point that Dr. Frey makes 
in his suggestion, it would indicate to the passing motorist 
or the townsman what margin the retailer was getting. And 
then you would still have the shopper, I suppose. You would 


Surlieheve him saying "Well, Mr: Jones, that is too much 
and ido not think I should pay that." But there are certain 
types of men who would not appeal that’ way at all. As far 


amet iem concerned, I would simply go in and pay it. ‘There 


VOClORHoweperany idling or quarrélling as far aa Dam 


eoncermneds and there are a lot of others. But there would Be 
an awareness on the part of the public as to what that man 
was getting. That is the only thing I can suggest and I 
think that might then take care of the long margin, the 

extra long margin. Not the chiselling, not this price cutting 
under the canopy to varieties of consumers. But just what 
the eee service station orice was. There still can be 
chiselling under that. 

MR. HaRVIcs: Your suggestion is not that that 
4% cents is purely illustrative? 

MR. FRAWLEY: The 4% cents is illustrative. 
YC ea ae, &. little more than that. On the evidence it is 

6 “ee air spread for Calgary and ndmonton. 

MR. HARVI A: Your sugsestion is that it 
should be whatever spread there is? 


MR. FRAWLEY: Yes, take the 4% as the right 
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Spread, then there is not much purpose in Calgary becuase 
there is no evil in Calgary. But in Blairmore it would 
throw a light on the 8 cent margin which presumably there 
is something wrong with. Or in Red Deer the 5.9, which is 
equally wrong. 

MR. COMMISSIONER LIPSETT: Your recommendation would be 
really an extension of what is going on at present where 


the tax is put in separately on a good many pumps? 


MR. FRAWLEY: Oh yes. There are & variety of 
ways. There is nothing uniform about that. some post 


the price exclusive of tax and others post two prices, the 
price plus tax without any grand total. Now, the only 

other thing that is worth while is to review very briefly 
what Mr. Simpson did. 

THE CHAIRMAN: shat is the requirement, a sangre 
right now in posting? 

MR. FRAWLEY: There igs no requirement of posting 
at all of any kind or sort. 

THE CHAIRMAN: All right. 

MR. FRAWLEY: Now, Mr. Simpson made 4 survey 
of 17 Calgary service stations and that is Bxhibit "608", 

And that survey shows that less than 40% of the total revenue 
is derived from the sale of gasoline at the 17 stations, 


the balance being derived from the sale of lubricating oils. 


THE CHAIRMAN: How much? 
MR. FRAWLEY: tess than 40%, a little bit 


less than 40%. It is Exhibit 7608". A little less than 
40%, I think 39. something of the total revenue is derived 


from the sale of gasoline, the balance being derived trom 


the sale of lubricating oils, greases, automobile accessories. 
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tires, batteries and revenue from repairs and washing and 
greasing and so on. That being so, you will see, Mr. 
Chairman, that it is impossible to arrive at what would 
constitute a fair spread on the retail handling of gasoline 
alone. Wurthermore, even on the entire retail operation, 
gasoline plus other revenue, lir. Simpson's survey shows such 
a wide fluetuation in profit performance, as between stations, 
that it is impossible to determine what an average operation 
iss if there is any value in an average, and there would 
seem to be, because if you take the best, well, it might be 
aifficult----- 

TH CHAIRMAN: is there no way of arriving at 
what the service is reasonably worth to the public? I mean 
if you have 100 more service stations than there need be 

it can be easily seen that the cost of operation of a 
particular one goes up because he has not got the volume 
going through his place. 

MR. FRAWLEY: Sue Ih. 

TH Cita LRMAN : Now, I just was wondering, 

there might be nothing in it, but could it be approached 
from the angle sometimes used in utility operation; What 

is the service worth valued by what it costs in other places 
where there is definitely free competition. 

MR. FRAWLEY: You see, that is diffisult. 

The Texas Company did give us some spreads in various cities 
of the United States but the volume there must be very much 


larger, certsinly the total volume is. Whether the volume 


per station helps or not. 


THE CHAIRMAN: The difficulty is the public 
pays for the service. All right. Must they continue to pay 


for a great duplication of service which can only be 
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continued at a cost to the public and with no great adventage 
to the man in giving the service because there just happens 

to be too many of them. There again it is a matter of 
competition, I supposé you say. Who is to say who is to 

in and Who is to stay out? 

MR. FRAWLEY: 2% 18 brus £2 ine der¥ice stations 
were halved in Calgary and the volume at each doubled, 
something of that sort, well some cf these costs would be down. 
But then, you see, there is a practical impossibility. 

We have not any one station selling gasoline alone. If we 
had we could go to that one and if he had a reasonable volume 
we could try to draw some conclusions from that. But, of 
course, we have some. There is one here that had 81% of 
his gross revenue from gasoline alone. That is rather 
interesting. That is station A in this Exhibit. 81% of 
the gross revenue was derived from the sale of gasoline and 


that was 192,000 gallons. The net profit on the sale of 


gasoline was 33,211.64. 


THE CHAIRMAN: What is that Exhibit? 
MR. FRAWLEY: Exhibit "608". That is ¢@ 


summary of the operations of 17 stations. That is Station A 
i aa referring to. Now, before I comment on that, I will 

go to another station, Station H. 56% of the gross revenue 
was derived from the sale of 56,000 gallons. About a quarter, 
you see. 56,000 gallons of gasoline with a net profit 

on the sale of-----no, a net profit on the whole operation. 
The net profit earned by the station on everything was 
$2,335.04. So let me go back and correct that with respect 
to Station A. Tie net profit at the station was $3,211.64 


and the net profit at Station H was $2,335.04 . Now, here 
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are a few comparisons, comparing these two stations, and 
the additional handling of 135,000 gallons by Station A 
brought only an additional net profit of $900.00. «t 
another station, Station C, only 20.32% of the gross 
revenue was from gasoline and the beget volume of the 
gasoline was 145,635 gallons. Now, the net profit there 
was away up, #11,791.77. It is the best station by far, 
by far the best station of the whole 17 surveyed. But the 
total pay-roll there to operate that station was $10,318.00. 
So that it is obvious that the non-gasoline branches of 
that station supplied the revenue and the profit. So 

we have those three stations. Ye haqd one with a large 
Salé oF gasoline, and nearly all gasoline and has @ 
profit of $3,211.00. But then we have another station, 
where he had only about a quarter of the gallonage and 
about half of his business was from gasoline and he had 

a profit of $2,335.00. And that seems to be remarkable. 
You teke that first station, and we find that they sold 
135,000 gallons more than did Station H, but he only had 
an additional net profit of $900.00. Now, there is another 
station, Station P. 18.43% of the gross revenue was 
gasoline. The volume was only 50,885 gallons and the net 
profit was $2,325.10. You see, there was only about 
$1,000.00 difference in his net profit from the man who 
sold 192,000 gallons. This man only sold 30,000 gallons, 
a very small gallonage, and the revenue from other than 
gasoline, as in the case of the very large station, the 
biggest station, contributed the profit. Now, you might 
say "That does that mean?" That just sounds like hodge- 


podge. It means you cannot draw any conclusions at all, 
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and that is just what it does mean. And that was the 
great difficulty in endeavouring to fix a retail margin 
based upon the needs of the operators, because there are 
as Many different operators as there are kinds of business. 
We have a station with a large pay-roll. It is a great 
big business, in other words. They make their money on 
greasing cars and washing cars and repairing cars. A large 
repair shop. We are not interested; We are not concerned, 
you see, and we have not been directing our minds toa 

and we are probably quite legitimately unconcerned with 

the cost of greasing a car; the cost of repairing. We 
certainly have not attempted for a moment to get into 
those kind of things. 

THE CHAIRMAN ; Any more than we have been 
concerned with all they do in selling over-alls. 

MR. FRAWLEY: Thatias right. ff they wanied 
to engage in the sale of over-alls or a soft drink stan4 
or anything you like, We have tried a difficult task. 

We have tried to follow the gasoline through from the well 
to the pump am tried to have some appreciation of what 
the cost and profit is in each operation. It is just 
tremendously difficult and it is more than ever difficult 
it seems, because after all,--- well, no, you see ina 
sense it is the same thing. When I point my finger at 

Mr. Halverson's marketing spread, well there again that is 
arbitrary because it is the spread for handling gasolins 
we are looking for and we find thet that is mixed up with 
Spreads on selling lubricating oil, in distributing 

his ~Atlas batteries am his atlas tires and so on and so on. 


But in this service station there is, perhaps, no beter 
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example---- 
TH: CHAITRMaN : What in the net result do you 
think about it? 
MR. FRAWLEY: I say all we can do is accept 
Dr. Hrey's suggestion of triple posting. Posting what 


the man pays and let the consumer apply his own mind then 
and his own judgment as to whether he thinks he is being 
charged too much in the way of ae service station spread. 
and then © have one other suggestion ----- 

TH: CHATRMAN: And do you think that sufficiently 
provides for what you secm to think was important, the 
passing on of any tank waggon reduction to the consumer? 

MR. FRAWIEY: NO. That is my other suggestion. 
That is a thing apart. i first say to get away from this 
large spr6éad - it will only do limited good, because what 
would it. do? It might in Blairmore, where they are 
apparently operating, I would judge on a price of 8% cents 
Spread mark-up over the 100% dealer price. Surely that would 
Hever scme cirect. Surely in a place like “lairmore on ¢he 
main Spokane highway you would think that might have some 
effect because you see there is always the danger that a 

man will go on, the tourist will go on to the next town 

and pick up his gasoline requirements. It i8 to be hoped 

it will accomplish something. 

THE CHATRMAN: Of course, the tourist will not 


know but what it will be worse in the next town. 


MR. FRa‘'TLEY: That is true. But triple 
posting will probably bring about some good. It would react, 


I was going to say, on the conscience, yes, I suppose on the 


conscience of the service station dealer. He might think, 
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if he was forced to publish to the world what his spread was 
that it might shrink it some. That only takes care of this 
long posted spread. It has not anything to do with chiselling 
and frankly, as far as chiselling is concerned, I am just 
simply howhere. I simply say I do not agree frankly with 
the regulation which says only one pricé and which stops 

Mr. Plotkins and ciosed out ifr. +lotkins!' station for two 
days. Why do I say that? These regulations were framed 
apparently and are still functioning in an atmosphere of 
status quo. ueave everything as it is. and I quite 
frankly say that that might be all right for the established 
companies but no good for the companies that are seeking 

to become established. I am not going to labour that. 

That is a position I have made clear. JI wonder - you know, 
in view of the discussion we have had this morning, if I 

have been through the use of language conveying an impression 
that I am going a further distance than [I really intend to 

gO in my submission to the Commission. All I am seeking 
to do is to. see that the competitive weapong are left in 

the hands of the companies seeking to assault the 
gallonage. There is only a limited amount of gallonage. 

Mr. Mayland's company, to use him because he is an obvious 
example, he is right on the threshold of the industry. 

He has not been in the industry at all, we must be frank 
about that. He has not been in the gasoline business at all. 
Now, he is, He is now making his own requirements of all 
three grades. It is then Dr. Brown says a man gets into 

the gasoline business. Now he is in there. Ye have heard 
Mr. Harvie talk this morning about the normal increase in 
business from year to year. But that is not what -r. 


Mayland is after. Hie is going to get his share of that 
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increased business but he is also going to assault the 
gallonage of his competitors, and I say that we should not 
take the weapons of competition away from those newcomers 

who are trying to assault the gallonage. Mr. Halverscn 

has his offensive weapon just as Mr. Mayland. I desire 
neither to make it so that Mr. Halverson will not be able 

to properly and legitimately defend his gallonage. I stop 
there, Mr. Chairman, and I say if Mr. Halverson became 
punitive, if he turned on his competitors to rend them with 
his wealth, with his South american wealth say, then 
something would have to be done about that, and that is, 
perhaps, where the Board would see that punitive measures 
were not taken. 

THE CHAIRMAN: Mr. Frawley, you drew a line 

at encouraging the introduction of :.ontana crude as a 
competitive weapon because you felt that you had to give 

some measure of thought to the producers. Now, supposing 

all the devices one can think of, other than the introduction 
of Montana crude, were brought to bear upon the price leaders, 
is there not one other thing that could be done when this 
price of gasoline goes down and down, yielding to competition, 
igs there not something that inevitably follows that the 

price of crude, thinking of the owner of the crude, would not 
you think he is going to suffer in the drop in the price of 
erude? 

MR. FRAWLEY: Of course, my whole effort has 
been directed to---- 

THE CHAIRMAN: Do you think that will be alt 
absorbed by the refiner and the marketer? 

MR. FRALEY: Everything I have pointed to 


now is what Mr. Halverson has pointed to with such pride, 
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the drop in the price of gasoline apart from the drop that 
has come about through a dro» in the price of erude. You. 
will remamber probably that I tried to make the point with 
Mr. Halverson that he had not been responsible in any large 
measure for the drop----- 

TH! CHATRMA : 3ut say you suecced, through 
encouraging competition in this Province, you sueceed in 
driving the price of gasoline down. Now, that is the whole 
purpose from your standpoint. And it is down. It keeps 
gcing down. 

MR. FRAYOAY: Bul it hite te bottom, - 16 
Just does not go down to 5 cents a gallon, Mr. Chairman. 
TH! CHAIRMAN: It goes down to where somebody 
is going to stop going any further... I say when you get 
down there is not the next thing a reduction in the price 
of erude? Would not that follow? © 

MR. FRAWLEY: NO. I would not say that 
this should be left entirely to the competitcrs to work if 
out for themselves. There is going to be some body with 
power to intervene, with power to cushion. There is not 
going to be any knocking it down and down and down till they. 
have taken it all out of themselves and they start taking 
it out of the producer. 

THE CHATRMAN: We have not come to a Board yet. 
You have been talking about competition being so encouraged 
that the price leader is pound to reduce the price of 


gasoline to the public. 


MR. FRA‘TEBY ? ech 
TH CHATRMAN: Now I say, just letting 


competition have its way, which is all we are presently 


talking about, does not that lead to a drop in the price of 
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crude? 
MR. FRAWLEY: No. You see, at the moment 


my premise ig that the-e can be a Shrinkége ih the spread. 
My premise is that that marketing spread can be shrunk, 

that “r. Halverson ean take it out, not exactly out of his 
profits, but that he can take it out of the money he is 
spending. He can reduce his costs. 

THLE CHAIRMAN: You say the old story that the 
producer's position is fixed by the competitive point at 
Regina, and it does not matter what hapvens gasoline. 

MR. FRAWLEY: That is certainly the premise 
and foundation of what I say. 

THE CHAIRMAN : There is certainly plenty oF 
evidence to Support that view. But dees that appeal to you 
as a reality-that you get the price of gasoline down far 
Ehouzn and that crude is: not going to be affectedy 

MR. FRAWLEY: Well, of course, there might be 
an attempt to and a desire to bring the price of crude down, 
but that then would raise a totally different consideration. 
I am not urging it down to that point. T am urging 1% 
down on a shrinkage in the spread. IT am contending before 
this Oommission that Mr. nalverson should not have spent 
the $1,021.00 to sell that amount of gasoline he soli last 
year, but I am helpless. My experts come and look at 
these costs and they do nothing about it. That is why I am 
helpless. 

THE CHAIRMAN: They say it is all right. 
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THT: CHAIRMAN: They say they are ell right. 

MR. FRAWLEY: Whet did I say? 

MR. NOLAN: You said they didn't know enything 


about it. 
MR. FRAWLEY: In answer to my response, they 


diam trde.enythineg ebout it, 


MR. NOLAN: they ssid it was ell right. 
MR.» f RAWLSY + All right, words mean nothing 


to me. They gave it their benedicition, they seid it was 
fine. Now we go on from there, that is my problem but I 

am not content to leave it for ever there and the Commission, 
i recommend that this Commission should recommend thet some=~ 
budy will be set up which will have something to say about 
these things, which will watch these costs and so when I telk 
about Mr. Halverson reducing the price of gasoline, it is 
because he will reduce his costs, not his cost of crude which 
is one of his costs, but all these costs which appear here 

in Exhibit 765 9H | the %71,000.00 of idle service station 
property; %148,000 of sales expense; 4574,000.00 of handling 
costs and so on. 

Now that is at least what I am 
talking ebout and getting it down into cents per gallon, the 
3.43 cents, thet is what I am shooting at, the 5.43 cents 
in Uxhibit "734" can be shrunk, in my humble submission. 

MR. NOLAN: Mr, Chairman, Mr. Frawley is 


going to set up a body which is going to do that which 


Dr. Frey refused to do. 
MR. FRAWLSY: If I had Dr. Frey here all the 
time for 1938 and 1939 and 1940 and 1941 and I could ask 


Pr. Frey periodicelly for his opinion that would be all right 
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but I am suggesting a continuing body to examine these costs 


closely and often, 
harrassment of the 


setisfied it costs 


that Mr. Halverson is selling, I mean a 


TH? CHAIRMAN: 
MR. FRAWLEY: 


amount called *Maerketing ™@ 


as often as is necessary without undue 


industry, so thet the public will be 


gallon 


4645 cents? 


045 cents, that is thet large 
xpense', It is the comparable 


5.45 cents every year to sell the gasoline 


of gasoline, 


figure to Exhibit "659" which sets out that the totel market- 


ing expense wes 31,021,694.80. 


using the sales realization method ---- 


TH CHAIRMAN: 


When, gxhi.bi t? 
. FRAWLEY: 


CH AIRMAN 


oe 


FRAWLEY: 
= CH Al RAMAN: 
FRAW LAY: 
= CH ALRMAN: 
MR. FRAWLEY: 
itself. 

MR. NOLAN: 

I have a note of it. 
TH CHAIRMAN: 
I have taken that sum ---- 
MR. FRAW Lay: 


SyayvGiduaseerabbit "754", 


Ona see, 


Now then the company has, 


by 


Where do you get that 3.43 cents, 


PRA SS) xa eae ey ae. 
545 cents per gallon? 
oto Cents per gallon, 
Te market. 
iO Market, yes, 26 1s 
All Fights 

I was looking for the Lxhibit 
Thet is the number, Mr. 


OF course, 


what he said, 


Yes, it appears on 4xhibit 


it actually appears 


PDO 


Frawley, 


is when 


meeaat 


there beceuse this is the company's own #xhibit. Well it is 


ir, Cottlets Exhibit. 


You will see there that the company 


has set down opposite gasoline, marketing spread, #1,095,265,80 
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or 5.1le cents per Imperial gallon, marketing spread. 

The next column , merketing costs, 
gasoline now only, $731,727.85 or 3.43 cents. The balance 
of {169,000.00 being profit before income tax. 

In other words sxhibit "734" which 
I have been talking about a moment ego is just ea re statment 
in columns] form of, a breakdown really. 

Now when I am talking about the 
pressure, the competitive pressure which will be placed on 
Mr. Halverson, it will for the pYrpose or with the object 
so far as I am concerned of endeavoring to have him, as a 
result of the competition which he will experience, make 
economies, shrink his costs and pass on the economies to the 
public and that I think I can say quite consistently without 
any reduction in the cost of crude. xhet is another thine 
altogether.’ That is going into another branch of his costs 
altogether and I em not directing myself to that. You see 
in =xhibit "728" there the compeny indicates where the 
reductions have been since 1936, since Februery 1936. This 
Gxhibit indicates that there have been reductions in gasoline, 
in reguler gesoline of 7 cents end that the reduction in the 
cost of crude has been only 3.70 cents. «hat is the point, 
so that the company, for some credit to itself, I teke it, 
points to the fact that the difference of 5.30 cents had been 
due to cutting of costs and generelly just to the effect of 
the cometitive forces, the effect of competition, I think is 
the very word Mr. Halverson uses, end it is te thet I have 
been directing my attention in sugeesting thet as e result 


of competition, as e result of the competition which he will 


get from newcomers aud from the old lads like itr. Harvie, 


that the price will be dropped, and I say that the Government 
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is not going to do aything about it. It is from the compet- 
iturs and I for that reason simply want to not teke Mr. Mayland 
or Mr. Plotkins or Mr. Harvie for that matter, take their 
ammunition away from them when they go out to assault 
Mr. Halverson's gallonage and neither does anybody want me 
to do that. That is what the companies want. All I say 
is, "Let us take some interest in the thing, let ® regulatory 
body be set up to take some interest in this thing," rather 
than let it all be done according to the rules approved by 
the companies themselves. 
Now I have one other suggestion 
and that is to see that the companies are not ftustrated, - 
you put that to me, - if. Chairman, and my suggestion there 
is that the companies should operate pilot stations. Now 
there is not.a great deal to be si about that and I will 
tell you what little there is to be said evnout it, 
In Volume 155 Dr. Frey deals with 
it on Page 14,879. ‘here is so little that it is hardly worth 
Couling your attention to but it is all there is. fe saya: 
"§ Well there is not any law against him going into 
M tire retail business just here aad there ssort oy 
- outpost stetion’ 

perhaps just a couple of questions on Page 14,578 I should 


read, the page before: 


"5 Well he is certainly, under this state of atiairs, 


% 


i in a dilemma beceuse he wanis, the whole purpose of 
" his cut. which is the kind of cut which was made the 
other day, must reach the consumer to do the work for 


i him, for his company for which he made the cut and 


" then on the other hand, you say he may be accused of 
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"conspiracy in restraint of tradé, and then you sey he 

" .just does not do anything about it? 

"A He is not in a dilemma. He really has no right under 
" our law or at least he feels that he has no Tigat, 

" there has never been a decision on whether he does have 
". Or does not have that right, - but the possibility of 

" being on the wrong side, by trying to force dealer 

“ prices, is so great, that he prefers to divorce him= 

™ -seli from Such action end to that extent avoid the 

* consequences of being brought into court on an anti- 

" crist violation. 

"Q Well there is not any law against him going into the 

" retail business just here and there, sort of outpost 

~ sSt8%0ns, to indicate to the public, to pass on to tne 
*  »adlic., insofar as he is contérned, the cuts whica he 

"  Aesires to reach the public? 

"A Well some companies. they actually thought abcut doing 
n that, establishing what you might call “pilot stsetions", 
ey) yes? 

*, But they are practically non~existent; ina sew 

" instances where companies have not disposed of their 

" filling stations, and I am talking about Bast of the 

f Rocky Mountains, the company prefers to follow the 

* ypoetail market rather then to establish the price itself 
" ond in Washington for example, the »tandard Oil Company 
" of New Jersey, as an example, owns that very large 

" filling station on Constitution,down near fifth, 

"abo ut the nearest station to tne Capitol Building.” 


‘and SO Ofte 


Now that is all he says but 


Ao My 
piles he 


oe) \ STAT: irate at “z : 
foe aran ies ey He tees A . 
z a a»! a - 
“~« i w 
ited gute ae eee s gaed raved Bal a : = 
ef ; Pea OF , 
: 7 ' 5 ¢ H et ak pe s - 
, Fs , Bos i da 7 : 
Pies tt mae ; i j 7 " 
. i} yee pele A o * ¢9 » [ Ps «> & F’y ; 
Feb bet ture ie =~ tee feds weed bon. 2608 a0...” 7 
. Bs i _ 
i i 
ie " 
é z pee ‘ 
Py . - re y i s i 
& ’ ‘ F ‘ 4 A > . 
ve - 
. 
: okies vier Rd 
i reps 
: Scales one we 
ihe ees <> oe ; * t _ 
a f 7 
Bes a) 
= Pew (EER fo us ' sie 
Ay i on ' 
- a 
i‘ : 
a 
é 7 
i hee ' : us . 
zie a 2 > x ora yy oe 9 
KI i . i] ui ox oie Ue \ ; 
= Me 
han ae § if U 
Fs an 
A 
- ae ‘ 
aa i 
. 
3 ' 
: 
a 4s 
wee ae) ri ; “i 4 
aes * 
Higa 
hg ‘ # : 
’ i _ 
% » 
las a 
" ch meg 8 _ : # ar Bot iene a : 
2 G i ' 7 Peon ce aed , ei ° 
‘ei $ iy BY . is be a Oe , de ' # 
5 44 
e : <a See bar Soke # 
ase z ae tage OE a wie 
A 4 
Ld 7 
‘ ”) 
ail 1 ” Ve Lanne Ale 4 
. oe OES pe eee arr : in 7 
>» 
a a 
ee 
Ene nee . 
‘x * " a , eins Fag SE si 
ieee “Ft avores Oo Tt ara Bere 
2 2 ~" t 
on wre oe 
0m a pe oe bare: Sai 
: < 4 * jo zh ge M4 fe itt 
Pre, shit ay >, hee ergy vzy oe « xt 2 4 fad c ane 
i] - tr oO & 
Je eee ae sh > — ng 
a DEMOS me. hen the 
Se? wie lh FG pe a ae ee ee ae aFa $ 
f erZAe . we we ROP a es 1 ays [ rieyMos tiv a 4 5 uct 


cee ee! mu > 
rs oS a le we ie Sein”) 
t pio a sar eat. Gal 1 ort We ontaai 
bs ae Te hie 7 
ax . Ald saw 


_ ay AVey wae t 
$i teed oo, 


ag et fate 


Wiss mespeleiie eat wi 


G=4 
6 


Js oe Frawley, K. ©. ee GIA: Sl 


Mr, Stevens discussed it and it seems to me thet I have 

Support for the submission which I make, that the Commission 
might consider --- 

THE CHATAMAN: | Where is Stevens? 

MR. FRAWLEY: Stevens is in Volume 132, I gave 
you that this morning, I think, Volume 132, Page 14,703, 

and then if you are just making a note you might make a note 

of Volume 138, Page 14,689 and it was at that page, Page 14,689 
that in answer to your suggestion that it was time the Industry 
had some way of combatting these dealers, that Mr. Stevens 
admitted that, that we must have someone to control it, ‘There 
was no Other suggestion then that was made by Mr. Stevens 

and I now wake the suggestion to the Commission that it might 
recommend that the Industry itself, that the supplying companies 
themselves operate pilot stations for the purpose of having 

im cmind) juUSst/this point at the moment, to see to it that 

when tank wagon cuts are made because the evidence is full of 
this proposition, I mean pr. Frey says so, Mr. Halverson, I 
think, admits it, tank wagon cuts must be passed on, that 

must be fundamental. 

THE CHAIRMAN: Does your regulation go the length 
of opening up more service stations that are to be company 
pilot stations. 

MR. FRAWLFY: Oh, I would not think so. They 
have a tremendous lot of stations and they can surely take 

one of those, instead of leasing it, they have lots of stations, 
No, I would not think you need to add to the number. 

MATOR LIPSETT: You are suggesting or you rather 
suggested earlier that the Government should take on a station 


in Zdmonton and in Galgery and try it out themselves. Now 
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the fair way of doing that, I suppose; Would be in Calgary 
and Edmonton and in three or four outlying places to do it. 

MRi FRAWLEY! Yes. 

MAJOR LIPSETT: But from what you have been saying 
now is 1% not rather obvious that neither a pilot station run 
by the Government nor a pilot station run by a company ould 
operate as cheaply as a present station, if in fact the present 
stations are having 40 or 50 or 60% of their revenue from 
things other than gasoline, 

MR. FRAWLEY: Yes « 

MAJOR LIP SETT: If you ran @ pilot station to be 
oomparable to the chences of profit at all, would you not 

have to have all these extra things. 

MR. FRAWLEY: Well that is the difficulty, that 
is the difficulty. JI do not think a company could operate 

any more cheaply, and not as cheaply, you see I do not think 
thers is much secret about it, I do think it is an open secret, 
that one of the main considerations in this Province why ths 
companies went out of the service station business was because 
they were met by these labor, this labor legislation, the 

minimum hours of work, the minimum weges and minimum hours 

of work. Now we know as a fact tht the service station 
operator will go on and he will operate with his boy, he will 


do most of the overtime himself and in that wey they do things 


that a company could not do. 


MAJOR LIPS#ETT: Then can you get any sort of test 


from a pilot station if run by the Government or by a company? 


MR. FRAWLEY: We may not. 
MAJOR LIPSETT: T em just askine. 


MR. FRAWLSY: lL reeligze tite difficulty of 20.8 if 
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they cannot operate a station then there is no sense, they 
will not operate it, if they cannot , at least if they cannot 
at least operate it on a 4% cents say, and thet seems to be 
the fair spread in Calgiory, that is just one more suggestion 


that cennot ke done. 


TH? CHAIRMAN: iverything seems to have’ an answer, 
MR. FRAWLEY: OR PVCS SOL eConr ems 
a3 CHAT RMAN: And then when you think you have 


the answer somsbody finds an answer to your answer. 
MR. NOLAN: Dr, Frey, Mr, Frewley and Mr. Chair- 
man, made a general statement on the question of filling 
stations in Volume 135, at Page 14,876 and he says: 
" I do not know what the philosophy is on that but the 
* whole movement in the United States has been to 
" divorce the filling station from the wholessle operator 
Wand not to permit the wholessle operator to dictate 
* the terms of sale of the filling station,® 
It is just the filling station. 
MR. FRAWLEY: Yes, I would not submit it at 
all except for the perfectly ridiculous position of having 
something in between there that defeats the purposes of the 
supplying company. 
THS CHAIRMAN: . I think I read in some of the 
American magazines dealing with Petroleum of a law either in 
existence or mooted, to do just as lr. Nolan says, to co Lt 
by law, thet it is desirable to divorce the wholesale 
companies from any control over refineries at all. 
MR. FRAW L&Y: You mean over service stations. 
THI? CH ATRMAN : Over service stations, and they 


seem to think thet there was some evil about it. JI am very 
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hazy now in what I am saying because I just read it as a matter 
of having done a lot of reading here and there on matters of 
general interest in the oil world but certainly I read that 
somewhere, .o you know anything about it, Mr. Plotkins? 

MR. PLCTKINS: Yes, the situation in the United 
States is this, the Independent Oil sen of America, an 
association of oil men, independent, what they call themselves 
independents, took this stand that the big companies thet are 
partially or fully integrated, due to the profits of one section 
Keep themselves in business in another and they have been asking 
for the last three or four years to get the United States 
Gowernment to pass laws to Eos one from the other and make 
them absolutely distinct and of course, if they were that then 
theoretically they could not apply a profit from jobbing to 
refining and vice versa. Now that is the position at the 
present time in the United States. 

MR. FRAWLEY: I wonder what it has to do with 
this question of service stations, they talk about not having 
anything to do with the service station operation but we know 
they have a lot to do with it. They are right in there, 
keeping the props under the service stations, that is the 

other side of it, they have to have their outlet, they have 

to have their gallonage am they are right in there and then 
egain they say they are not. 

-MR. PLOTEKINS: The answer to that, Mr. Frawley, 

is this, the companies have experimented for years and they 
fourd that the average independent service station operator 

is not a business men and when he was ieft to himself he 
could not market at a profit and the industry had to absorb 


the losses of poor credit and the cost was so great thet they 
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found finally by experience that the cheapest way out and 

the solution was to control sufficiently the business so as 
to have it on a more or less out and dried routine basis so 
that the operator would be called upon to perform only minor 
functions. In other words he would not be called upon to be 
a financier and real estate man and a lot of other things 

and the result is today the gasoline is being marketed at a 
smaller spread than it has beeh ih the past. We as a small 
company ere faced with the Same situation. I did have a 
dream once that we might make independent oil men standing 
on their own feet but it couldn't be done because the average 
man today engaged in the business is not educeted enough, he 
does not apply himself sufficiently to master all the different 
problems which he has to deal with in even a simple little 
service station and the result is we ere forced really to 
dominate the position by saying, “We will make you an agent, 
we will provide you with your goods, we will provide you with 
the records ‘and all you do is to enter up on those records 
your sales", and "if you do not deposit daily we will close 
you out because we are going to suffer and our costs are 
going to go up", so all those things are the result of 
experience. 

MR. FRAWL3Y: I wonder where Imperial comes in. 
They say they heve nothing to do with the service station 
operation except to collect e little rent for it. 


THe CH IRMAN: And so does the 8ritish American. 


MR. PLOTKINGS: They have a lot to do with it in 


this manner, they set up the station, they provide the goods, 


they more or less influence the price. 


MR. FRAWL=Y: Those are all the things they say 


they do not do. They say they just sell him the goods and they 
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are his goods and they charge a rent ond if that rent is 

not enough they just charge it up to the marketing expense, 
That is what I understuod, 

MR. PLOTKINS: *rue, but if a service station 
man had to provide his own stationend hod to take cara of 

all the problems and he hed to finance himself, then he would 
have quite a time, in fact he could not make it, Today the 
companies finance him because they provide the goods on a 
load to load besis. They go in there and show him how to 
check up and if he does not pay them they close him out. 

Now that is a big degree of control; in other words they 
operate under the big companies. 

MR. FRAWLZY: Now I must confess that that is 

a little different from what I got from Mr. Halverson. Thet 
may be so and I am not suggesting Mr. Helverson was not sincere 
about it. 

MR. PLOTKINS: Mr. Halverson has told the truth 
but you do not understand it the wey he means it. He tells 
you he has nothing to do with the selling price or the 
conditions of sale. He its not out to influence them becam se 
he says, "Here is the price you are gving to pey for it and 
here is the rent and here is the condition," and it is only 


within thst orbit the operator has to work. 


MR. FRAWLEY: He has not a price for the operator, 


he has two prices if you like, but it is the same except for 
the freight differential, so he does not go to the service 
station operator and dictate the price. 


MR. PLOTKINS: If the price is 4% cents and the 


men is called to pay a cent and a half rent he is only left 


3¢ cents. 
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MR. FRAWLAY:  ° You arg starting at the wrong 


place. Mr. Halverson has nothing to do with the 44 cents. 
All Mr. Halverson has to do with now in the City of Calgary 
is the 15 cents, thet is the price you pay him for his 
gesOline, Now you pay him some rent, you do not need to 
pay him the economic rent because he will absorb the balance, 
it is just as simple as that and the retailer sells it for 
whatever he likes. 
MR. PLOTKINS: Well, who do you think has some- 
thing to dowith the 44 cents? 
MR. FRAWLEY: The retailer and I would like to 
be tolu if there is anything different even at this late stage. 
Mr. Halverson made that statement. That is abundantly vlear, 
that Mr. Halverson has nothing in the world to do with the 
retail margin. Now if there is anything spreed over this 
record it is that and I hope that is the fact and I am certainly 
accepting it as the fact. 

Now those are my three suggestions 
with respect to the retail operation. It seems from 
Mr. Simpson's evidence a fixed margin cannot be recommend ed 
even in the City of Calgary. We have, of course, some 
advantage from thet on the evidence, 44, cents seems to be fair 
and then in tke more sparsely settled places Dr, Frey does not 
see any reason for 4 longer spread. 


THE CHAIRMAN: You say a fixed margin shald not 


be recommend ed? 


MR. FRAWL&Y: A fixed margin cannot be recommended 


definitely because we have no support for it in the analysis 


which we have attempted to make of the 17 stations in Calgary. 


Now that is right and it is only perhaps a circumstance that 
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we are fortunate enough to have 43 cents given to us as being 


a teiriy foo price, 


THE CHAIRMAN : Yes. 
MR. FRAWLEY: Secondly I suggest that Dr. Frey's 


suggestion of triple postings be adopted and then thirdly f 

say thet the companies should operate pilot stations to 

establish a fair margin and to prevent the frustration of the 
supplier's tenk wagon cut. 

MR. HARVIG: You also said that you had suggested 
the elimination of the regulation requiring one retsil price. 

MR. FRAWLSY: Oh, that runs all through. 

MR. PLOTKINS: Have you ever thought what is going 
to happen to thet company, eny one company that starts a pilot 
station 6nd wants to put the price down, what is going to 

happen to their business? 

MR. FRAWLEY: I am not suggesting that amybody 

put the price down. perhaps I have not been understood, 

Perhaps Mr. Plotkins has not been here long enough to understand, 
I say simply that there is a ridiculous and an anemalous 
situation where the supplier puts out of his own hands end out of 
his own control the passing on of the tank wagon cuts which he 
orders and that is the fact today. We had one cut on the 

25th of tctober and now something has to be done in my 


submission to prevent thet silly situation of the tank wagon cut 


being completely thwarted. 

Now I say, in view of the fact that 
Mr. Stevens said that if somebody, if the spreed was to be 
maintained somebody had to enforce it and I suggest then that 
the Imperial Oil Company for instance, operate a private 


station, one in Edmonton and one in Calgary. L am not 
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talking about going into the servidé station business at all ---- 
MAJOR LIPSET?T Supposing; Mrs Frawley, the Imperial 
started a pilot station in Calgary and in Sdmonton and i pumied 
out it cost them 5 cents e gallon to merket in those pilot 
stations, where does that lead us to? 

MR. FRAWLiY: 4nd I would not have anything to do 
with the scheme at all then, Mr. Commissioner. I have no other 
suggestion. If they cannot operate as cheaply as the individual 
company, then I do not want any pilot stations and I will let 
this thing go. I just give in to the evil which I say exists 
whereby the dealer has it in his hands to thwart the supplying 
company, has it in his hands to thwart the company when they 
order a tank wagon at. 

THE CH AERMAN: Yes, but I donot know, I think 
perhaps you are unduly apprehensive about how long a service 


station dealer would thwart the supplier of his products. 


MR. FRAWLEY: Yes. 
TH= CHAIRMAN: IT think he is generally very amenable 


to their suggestions. 
MR. FRAWLSY: I think so too but I cm not say it 
very earnestly from this evidence. 

TH: CHAIRMAN: I.meen is, it not. an implication 
from the relations between the parties, after all Mr. Halverson 
does not say,.as I ap preciate his evidence, that he has nce 
influence over his dealers but that he does not fix this price 
at which they sell. He is not a policeman about their policies 
and sO ON. 

MR. NOLAN: His actuel words were: "We have to 


use a bit of persuasion”. 


TH CHAI RMAN: What page? 
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MR. NOLAN: Volume "132", Pege 14,712, 

Let me check it up. I have just my notes. 

THH CHAIRMAN: Let me have thet egain, because 
I want it. You see, there is a recognition of an influence 


at least, Mr. Frewley. 


MR. FRAWLEY: Where is that, Page 14,7129 

MR. NOLAN: Yes. 

TH! CHAIRMAN: Volume 132. 

MR. FRAWL=Y: well now --- 

THE CHAIRMAN: | Does the transcript follow your 


notes pretty well? 

MR. NOLAN: Well the note is larger md longer. 
"For instence we assumed that responsibility yesterday. 
"We cont-cted with every deeler we have in Calgery and 
*tdmonton and of course there is © point beyond which we 
"“cennot go. We sell the products to these men. It is 
"their property. We cen of course perhaps say to them 
"tunless you do so and so we will get a new mant, butwe 
"do not like to be too dictstorial with these men 
“because the service station operators at these two 
eigies, it is not a particularly fine job he has got, 
tend if you take him out and get somebody else it is 
"not good business. We have to use a bit of petience 
"end persuasion with these men. Now at one time the 
"company operated, it is true, end we charged @ certain 
"margin and there was no exception. It was an expensive 
"ney of doing business to begin with; it cost more than 
‘our present method end in the second place it was not 


"nrecticel marketing for this reason that our service 
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"stations, company operated, charged a fixed retail 
"price and we were losing business to other dealars 
"that did not do so and we have to recognize the facts 
"in our operations," 
THE CHAIRMAN: | I think thet covers it, Mr. Frewlsy, 
there is no doubt that they do not want to be dictatorial and 
do not want to be interfering and so on but I do not know, 
I have no worries about their power, if the major companies 


thought it proper to exercise it, or good business to do so. 


MR. FRAWLEY: Well I am very happy to accept 
that. 
THE CHAT RMAN: Well ao you not: think thet asm. 


implication from what Mr. Nolan has just read so fer as his 
company is concerned and he has just given you quite frankly 
an instance of just having done thet very thing, called 

up the operators and said, "We would like you to do this", 


and it was done. 


MR. NOLAN: Yesterday, yesterday, not years 
ALO e 

THE CHAIRMAN: Yes, yesterday. 

MR. FRAWLAY: . That is what I was talking about, 


yesterday. I said he did it and if he hed not done it that 


would not have been passed on. 

TH CHAIRMAN: As I appreciate it now, he is not 
saying, “These people are not so free from us." He is admitting 
that if it is needed they will exercise persuasion at least 

and that persuasion tT faney is something which any deeler will 
readily not refuse to lend his ear to but they sey we do not 


want to police him about his prices. That is his business, 
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so long as he is paying us. 

MR. FRAWLEY: Yes, well of course ~---- 

TH CH ATRMAN: You might take time ebout it, 

Mr. Frawley, but I was wondering whether thet evidence we 

have just listened to was capable of supporting a further 
suggestion, namely that perhaps, perhaps, the responsibility 

of seeing that the reductions in tank wegons reached the public 
if it be desirable, if that responsibility should not rest upon 
those who are presumably reducing the tank wagon in order that 
it reach the public and that it be left with them to see that 


their intentions are aceomplished. 
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MR. FRALEY: Viel that hehe 2 


understand you, you say it should be left with the people 
who make the tank waggoh reduction to seo it is carried 
out. That is the whole point. That is all t sugsested 
the pilot station for. There is no mgie in a pilot 
station. I am not married to that suggestion at all. 
THY CHAIRMAN: I am wondering if the 
pilot station meant a thing because the operation is so 
different. It is not reasonable that you are going to 
have the Imperial or the B.A.,or Mr. Plotkins set up 

a grocery store in Oyen in order to have a pilot station; 
or selling overalls in Ledue end ham séndwiches in Calgary. 
I mean pilot operatiodn ocither by the Government or by the 
major company is very different from the usual service 
operation. 

MRe FRAWLEY: Well i would not think 
so» They operated them themselves until just a few years 
ago when they turned them into leased premises. 

THE CHAIRMAN: Don't you think they 
found it very good business to do so in that these other 
people engaged in a variety of other pursuits whieh they 
could enter on in conjunction with it. sueh a thing as 
repairing cars, I have never heard of these oil companies 
ever doing that. 

MR. FRATLSY: “hen the oil companies 
operated the service stations, as we know them today, 
they had tiresto sell and grease and they had a repair 
shop, doing minor repairs. I am sure that the companies - 
well somebody here perhaps knows about it, it is not 
going too far back - didn't they operate a service 


ptation as we now know them? 
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MR. HARVIE: 7 Not to the extent that 
they are run today. I think at the time that system 
doveloped that they turned at that time towards leasing 
the stations, that is as I remember. 

THE CHAIRMAN: However, I think we 
understand. 

MR. FRAWLEY: Yes, I am not committed 
to the pilot station, only with the expectation to see 
that the will of the supplying company, when they order 

a tank waggon cut, be carried into existeme. If Mr. 
Balvorsen is prepared to assume that responsibility 

then I put my recommendation in another way. That this 
Commission recommend that the supplying company, the 
company ordering the tank waggon reduction take the 
additional responsibility of seeing that is carried through 
to the consuming public. That is my point wholly and 
completely. 

Now I pass to the 
question of jobbers and that is a subject which might 
take us some time hut I rave just one point to mako 
about that. First, I will give you a little bit of the 
history about it. Dr. Frey talks about the jobber in 
Volume 132 at Page 14,665, and it runs through to 14,66”. 
He says there, speaking of the jobber:- 


: They are doing a distribution job similar to 


a} that of the other companies and insofar as 

4 they are not eharging more than the companies 
Wu that have the refineries, it seems to me that 
i they are performing a services in the provinco 


a and their justification for being here is in 


nN the fact that they are able to stay in the 
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Ny picture in competition with the other marketers 
and that they are providing serviees at no 
higher prices generally, certainly not on 

most of the common products, than those who 

are distributing through integration. 

NQ Well they have not done anything which has 

} been reflected where the man on the street 

‘> Can see it most usually, in the tank waggon price? 
"S I think that is agein one of those things that 
Wy is so subtle that we are commonly not given to 
a accepting the subtleties of competition. We 
think that all competition must be immediately 
s price competition; prices ultimately reflect 

2 the total of competition of the competitive 


‘s effect and not just the price effect. n 


THE CHS IRMAN: He is laying down the 
proposition that jobbers do not cost the public any more 
money than the refiners are charging the public, to the 
extent they are marketing direct. But I wondered sometines, 
unfortunately not while Dr. Frey was here, if by any 
Coneeivabls chance he had missed the point, that if there 
were no jobbers at all that the refiners might be able to 

do a Lot better by the public. 

MR. FRA'ULSAY: You mean the refiner- 
marketer, integrated? 

THE CHAIRMAN: Yes, the refiner-marketer. 
It is quite true to say that with his reduced volume, because 
of the jobbers, that he cannot give a better price to the 
public than he is doing. But that if he had it all he 

might not do a lot better. As I remember the evidence 


that has not been explorec. 
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MR. PLOTKINS: Mre Miller covered 
that point quite fully and he showed gq chart that the 
cost would be greater if they had all the business. 

THE CHAIRMAN: | The cost to the refiner 
would be greater? | 

MR. PLOTKINS: No, the cost to the 
marketer. If the B.A., was given a framehise by the 
Province, he showed by his chart the advance ir eost and 
that the cost would be greater than it is at the prosent 
time. On the face of it it seems absurd but in reality 
it might work out that way. 

THB CHAIRMAN: At the moment I was not 
thinking of Mr. Miller's evidence. As I recall, Mr. 
Frawley, I went into this with somebody and I thought 
Dr. Frey, that (1) that too meh production led to too 
much refining; too much refining led to the nocessity 
for getting rid of the product somehow, and because of 
that there grew up @ class known as jobbers, which may 
be a different kind of perscn in the United States than 
here, but nonetheless in that same category, the need to 
get rid of the over-supply of refined products, just as 
the producer had to get rid of the oversupply of the 
erude products. Now then, having gone that far along 

in my suggestion, I suggested if there was a profit 
being made by these middle men, then that they should be 
eliminated and the same service given to the others and 
the profit that went with him. ‘ve may be all too late. 

I am not saying that we should eliminate the jobber...c. 
MR. FRAWLSY: The t is what I was 
going on to say, too late because he was here as early 


as some of them, as Mr. Halvorsenwas himself. 
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THE CHALRMAL: Quitda so. 

MR. NOLAN: He was here before 
the refinery. 

MR. FRAWLEY: That is what I mean, 
as early as Mr. Halvorsen was himself and Mr. Halvorsen 


viaS here before the refinery was. 


THE CHAIRMAN: Dr, Frey puts it 
very simply as I remember. well it doss not cost me 


any more to buy from the jobber than to buy from the 
refinery, and what ane is he doing. He is providing a 
form of competition, selling competition. 

MR. FRAWLEY: That is his cnly 
usefulness as far as I am concerned. 

THE CHAIRMAN: I have tnought, since 
I have thought about it again, ee I had not explored 
the position with Dr. Frey, if that wes not sort of 
begging the question. Mr. Plotkins refers to some 


avidence I must say thet is not present in my mind at 


the moment. 


MR. FRAWLEY: It is not present in 
my mind. 
MR. HARVIE: It is the 2] stations 


that they took in country points and showeG in each case 
by a chart and by a statement, and I thought also Hr. 
Miller explained it in hiss evidence very extensively 
that where there might be three operators in a town, 
three competing operators, that the services are rendered 
cheaper in that manner than if an exclusive franchise 
was given to any one company to operate in thet town. 


The reason being that in effect you hsve three part time 
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men who could make part of their ineome from other 
sources. One would be a truck msn and another would be 
a garage man and so on. 

THE CHALRMAN: Yes, that evidence 
you are speaking about now related to purely service 
stations did it not? 

MR. HARGIS: No, that was bulk 
stations. Almost entirely bulk stations. That is 
country marketing I would ssay, or small town marketing. 


lt was presented to the Commission..... 


THE CHAIRMAN: Does that toiech this 
problem? 

MR. HARVIE: I think it might be 
applied. 

THE CHAIRMAN: Mr. Miller did not 


direct his mind to showing us that it cost more if the 
jobbers were gone, 

WR. FRALEY: No 3) it, e@rose.0nt sor; 

I presume, the fact that I called such particular attention 
to Leduc and suggested that it would be much better if the 
Imperial was there alone, or the 5eA., alone. 

MR.HARVIE: No, it avose, I think 
it was from a suggestion made in the early stages of the 
Gommission, before the Gommission even sat and Mr. Frawley 
thought the possivle solution to reduce cost would be 
exclusive frenchise as to companies in territories. 

That is why that map was prepared. Mr. Miller went and 
took 21 illustrations to show that. One-third of these 
illustrations were medium sized towns, one-third smaller 
towns,and one-third very small villages. 


THE CHAT AMAT: hat Exhibit is that , 
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Mr. Harvie? 

MR. HARVIE: I ean give it to you 

in a minute. 

THE CHAIRMAN: Thet is something again, that 
your jobber is not e@ part time man. 

MR. PLOTKINS: The jobber is represented 

in this Provines almost exclusively by this tyne of operation, 

the country bulk station. 

M2. FRALEY: Not the Union Oil Company, 

that is just the opposite. 

MR. PLOTEKINS : Yes, with the Union Oil 

Company that is trwe. But in generel type of competition. 

But the testimonny of Mr.Miller was that the olinination 

of any marketers, whether they be jobbers or any'ody else, 

under the conditions that wo merket under in Alberta, would 

not tend to lower costs, and that the reverse would be the 

Situation. Tht is what his evidence shows. 

THS CHAIRMAN: Well, all right, Mr. 

Frawley. 1 interrupted you. 

MR. FRAWLSY: Yese ‘hat Dr.Frey 

was saying at Page 14,667 - I was speaking about the Union 

Oil Company, as to the wisdom of the Union Gil Company 


in Alberts, and as to their effect and he says; 


H But no matter what the percentage is of the 

: business they represent their part of the 

i competition. They represent so much gallonage 
i, that somebody else does not gets 

". What good dxes that do to the consumer if they 
= take the gallonsge which, let us say, otherwise 


I would be divided equally betweeh British 
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: American and the -Imper ial? 

VA Or between all of the others, whatever they 
u happen to be. It does not necessarily 

n follow, of course, if Union OL) got) out of 


m here that British American and Imperial would be 


" the only ones to profit by it. 
a No, exeept that, as you say, to use your word, 
" their business is pretty well channelized along 


Ls the same lines as Imperial and British American. 
u That is the only reason I suggested them. Now, 

, whet good is this to the consumer that the middle 
be man Should be in there. Do you think he @an 


iy affect the consumer price. Suppose the Union Oil 


i said tomorrow that they thought - I know they 
y could not in view of their balamce sheet —- but 
m they thought the consumer should have a better 
u price on gasoline. They could never bring about 


H any cheaper price, could they? 
"A I do not know why not. Union Oil is not wholly 
u dependent on its profits here, is it? 
NG No. 
"Bh Any more than several other companies located 
here. Conseguently, if they thought that its 
i operations in Alborta were entirely too small 
“i and it wanted to expand it could effect price 

t changese u 

And then the Texas Ccmpany 

was called to his attention and he seid:- 

" Now thet is very dif’ ieult to say because you 

« Cannot measure just which facters ere responsible 


° 4 Rae = sf 
a for the reduction in prices. 
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I do not want to take 
too much time. 
MR .HARVIB: I ean give you thee 
references now. That is Mr. Miller. Exhibit "443" Page 17. 
THE CHAIRMAN: Volume what? 
MR. HARVI i: Volume 2 of Mr. Miller's 
brief, which is Exhibit "443" at Page 17, he deals with it 
and then in turn refers to a book of graphs, being Exhibit 
"444", Page el. 
MR. FRA'LSY: Now, Mr. Chairman, we have 
had a great deal about jobbers, more perhaps or as much as 
any other subject we heave had to study. I think I can be 
fairly brief in what I have to say. I am bold ehough to 
make the submission to the Commission that the only justi- 
fication for the jobber lies in the potential threat which 
he is to the price leader's gallonage. There is apparently 
no policy to openly cut tank waggon prices by the jobber. 
He apparently makes himself felt in his price coneessions 
to dealers and in a general sales effurt. Wow that is the 
modus operandi of the jobber. He goes out and he gives 
price coneessions. He goes out and makes a good sales 
effort, advertising and so on. But the benefits *o the 
Consumer come .- end that can be taken from Dr. Frey's 
evidence, it is the subtlety of it as he says - the benefit 
to the consumer comes only when the price leader has felt 
the effect of his competitors and their jobbers. Mr. 
Halvorsen's competitors are the three refineries, Mr. 
Harvie, Mr. Mayland and Mr. Plotkins, and the rvst of 
them are all jobbers. Ho feels that and then he uses 


his weapon and his best weapon, and that is a general tank 
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Waggon price reduction, to discourage these competitors. 
Now, of course, it is very difficult, as Dr. Frey points 
out. The Union Oil Compm y comes up from California and 
loses a terrible lot of money every year. Presumably 
they can ¢all on the parent company for more funds if the y 
want to keep on with Mr. Halvorsen. The Texas Company we 
find them doing the same thing, spending a great deal of 
money, erecting service stations and advertising campaigns 
and so on. So it is pretty difficult for Mx Nolan to 
compete with the Texas Company. They have a lot of money 
to spend to get new business. However, that is the theory 
of it. That is the explanation of it. 4s,Dr. Frey puts 
it to us, a conpetitor, be he a jobber or be he a fellow- 
refiner, exerts his pressure on the gallonage by a price 
coneescion here and a price concession thers, or Some other 
kind of comeession, to get gallonage and by making a sales 
effort. Mr. Halvorsen's response, ultimately, but his 
first response of course, is a price coneession. And that 
is my difficulty to appreciate the connection between a 
special price coneession and the threat to the leader's 
gallonage. Because you ses the Union Oil Company goes 
into «Rcd Deer and gives a price coneession. Mr. Halvorsen's 
first reaction is to give a price eoneessiom himself to 
neutralize the Red Deer situation. Not:, perhaps the people 
of Red Depr have benefited, and perhaps they have not; as 
I will indicate froma little chart here, they have not 
benefited at all because Red Deer is a place where 
price concessions have been given. The Union Oil Gompany 
goes into Red Deer and goes to Mr. ¥. Bb. Loré's service 
station and gives Mr. Lord a price coneession. hr. Lord 


is nov buying at 2 cents under the posted tank Waggon, 
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not 1 cent that is usual, but 2 cents under the posted 
tahk waggon. He sells of course, st this going tank 
Waggon at 22% cents edelusive of tax! 

MR. COTTLE: You s°id he sells at the 
going tank waggon. 

MR. FRAWLEY: No, he sells at the going 
pump price. He does not pass the benefit on to the public. 
That is the principal question about this whole retail 
margin. Mr. Lord gets a special eoncession. Now for good 
reason or bad, am probably good reason let us assume 
between the Union Oil Company and Mr. Lord there is 2 good 
reason why lir. Lord should get that concession - the 

Union Oil Company is kept from building a service station 
probably in Red Deer so that they regard that Lord stetion 
as their own service station. As a scatter of fect it has a 
Union Oil number on tt, so it is the same as a Union Oil 
station. So in one way of looking at it it is our old 
friend the service station absorption. But the public does 
not get any benefit from the fact that Mr. Lore is getting 
6.9 cents in Red Deer. 

MR. PLOTKINS: Is thet quite true? You 
take My. Lord's station +s am instance. The actual fact 
is that Mr. Lord the minute he has the extra cent which 
represents altogether 21,000.00 or y1,500.00 more sprced, 
gocs out and tskes on more and more risky business. In 
other words, he will take on some accounts. He might 

go over and spend more money or he will take on more 
accounts and he will have to spend more money With them. 

So the public is getting that extra cent. It is true 

each individual man don't get it but the public of Red 


Deer gat it. 
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MR. FRALEY: How do the public of 
Red Deer get it? If we are to further discuss this phase, 
and Iam content that we should of course - all I know 

is that Mr. Lord is selling gasoline at 224 eents plus 
the tax, or 29% cents. That is all I know, and I challenge 


MrvertOoreuns to tell me..... 


MR. PLOTKINS;: How do you know that? 
WR. FRA VLEY: I have bought it there. 
MWR. PLOTKINS: The evidence is that you 


may buy that at that price and somebody else might buy it 
at a difference price. 

MR. PRS LEY: Jill Il am coneerned about 
is John Publie who goes and pays Mr. Lord 22% cents for his 
gasoline, and Mr. Lord buys it at about 7 cents less than 
that.e I say Mr. Lord does not pass on that saving in his 
posted service station prices. 

MR. PLOTKING: There is an answer to 
that. If he don't he would not get more business, and if 

he would not get more business the gallonage would not be 
sufficient to have the Union Oil give him the concession. 
There is the answer. 

MR. FRAWLSY: | Then ve go up the street 
and we find Mr. Bishop buys from the North Star Oil Company 
and gets the same concession. He is doing the same thing. 
You see it is all just..... 

THE CHAT RMA N: Confusion twiee confounded. 
MR. FRAWLEY: , Yes, that is it. 
Confusion twice confounded. Mr. Plotkins says that the 
public benefit. I challenge that statement and I say the 
public in Red Deer, end when I say that I mean the public 


that just goes in and pays the same price at Mr. Lord's 
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Service station tht he pays to the Texas station and the 
Imperial station and the North Star stetion and all the 
rest of then. 

THE CHAIRMAN: I think we have your 


rospective points of view anyway. 


MR. FRALEY: Mow so much for that. 
THE CHAIRMAN: How late do you want to 


sit tonight? 

MR. PRAVLEY: I would like to finish 
this memorsndum. 

THE CHAIRMAN: lam not hurrying you 

in the least. If you want to sit after 4 o'cloek we will 
recess now. 

MR. FRA\.LSY: I think we will sit till 
half past four. 

THE CHAIRMAN: Then we will take fifteen 
minutes now and we will sit longer than half past four if 


you want to. 


(At this stage there was a short recess). 


(Go to Page 17,798) 
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THE CHAIRMAN: Well Wr. Frawley, we 
will continue to sit until you stop us, until you want 
to stop. 

MR. FRAWLLY: Thank youe I would like 
to get over the balance of this memoranéum and per- 
haps get a start on and perhaps finish on the question 
of a gasoline tax. 

Now I say, I put the 
proposition to the Gommission that the principal just- 
ification, if not the only one, for the existence of the 
Jobber in this Province , is in the potential threat 
Which he is to the price leader's gallonage. 

Now the difficulty is that 
these price concessions, the Meee of price concessions 
and these price concessions are the principal things 
which the jobber is faced with when going out for gal- 
lonage and when I say "jobber" I mean every other market- 
er really. This discussion of mine is not entirely con- 
fined to jobbers. It is confined to the Imperial's com- 
petitors and they are of course in bulk anyway, in bulk 
the jobbers, the half a dozen or so jobbers that there 
are. 

Now the difficulty is to 
relate this price concession technique to the benefit 
of the consumer because as I say in Hed Deer there 
comes a price concession, but still no benefit ‘o the 
consumer. With all respect to what ir. Plotkins is talk~ 
ing about, I can understand a benefit to the consumer 
when the tank waggon goes down and that is an end re~ 


sult and I have taken the pains or Mr. Cottle has taken 
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the pains for me to enalyse what happened in connection 
with third-structure, so that the Commission might have 
seme appreciation of how long we might have to wait be- 
fore the jobber asserted himself in the tank waggon suf- 
ficiently to warrant a tank waggon cut, in the other 
gasolines;in other words to try and measure the length 

of this long thing to see how slow or how fast the jobber 
makes himself felt in 8 tank waggon reduction. 

Now I will take you through 
a few figures here which are not very long. If you will 
just bear with me I will give you a few calculations for 
you. 

Now Exhibit "Z15", page 15, 
which is Lr. Halverson's brief, he tells us that there 
are 51, that he has 51 price concessions, special price 
concessions, special price arrangements, with 51 dealers. 
Now he tells us in Exhibit "314" at page 5, that he has 
700 dealers, or 72% of Mir. Halverson's dealers buy at 
less than the 100; tank waggon. Now that is in dealers, 
in numbers of dealers. 

In gallons, if we use the 
percentages given to us in ixhibit "Z15", pase 10, we 
find that Esso is, these are the percentages of gasolines 
which ire Halverson sola in 1938 at undivided dealer's 
prices; now we 2.n see pretty well, by and large, that 


+ 


there are dealer and companies’ service stations and so 
we know that Esso is 87%: that 3-Star is 72%; that Acto 
is 47%. 

Now the same uxhibit "215" 


at page 12 shows that the total gallonage sold was: 
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Bsse 2,999,460 gallons; 3-Star 10,276,210 gallonb; Acto 
6,780,025 gallons. Now that is the total, that ie the 
total. | 

Using the above percent~ 
ages of 87% for Esso, 72% for 3-Star and 48% for Acto 
we can see that the Imperial sole of usso 2,600,000 
gallons; of 2-Star 7,400,000 gallons; of Acto 3,250,000 
gallons. That mukes a total service station and doaler 
gallonage, according to our estimate, using the above 
percentages, of 14,250,000 gallons. We know that the 
total in the company-owned service stations ie 3,397,521 
gallons. We know that, from Exhibit "214", page 28, 
therefore, the total dealer zallonage is 9,950,000 gale 
lons. 

BKnIDit "SLO", pare: Loy 
shows that the special price concessions was given to 51 
dealers out of 700. In gallons they gave to 1,224,328 
gallons, which is 12.4% of the total dealer gallonage of 
9,850,000 gallons. 

Wow a Lot of the figures 
which I have been giving you are merely Wr-e Cottle's, 
Almost you might say Puce papers", and I have now 
put them all into the record but the figure I want tc 
give you is the one I am at now, the special price con- 
cession represented 12 .4% of the totel dealer gallonage. 
The price, what you wight call the price cone +ssion 
gallonage was 12.4% nf the total gallonage. 

Now the question that I 
have tried to solve is how long will it be before the 


price leader becomes so concerned, that he will reflect 
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his concern in a tank weggon cut. 

Now we have what hap- 
pened inthird-grade as some guide and this is very 
briefly a statement of what happened in that third- 
grade; on the ¢4th of July, 19239, when Imperial fin- 
ally reflected the competition on Acto gasoline by 
dropping the tank waggon price the situation was as 
follows; out of 6,780,025 gallons of Acto, 2,154,845 
gallons or 46% moved at special discount. The refer- 
ence there is to Mr. Cottle's evidence in Volume 122, 
page 14,746 and I may say in passing that special dis-+ 
counts bears a relation to special price concessions. 
Now what happened, what the situation was just at the 
e4th of July, just say on the 2érd of July; now on the 
e4th of July this is what Mr. Halverson dit, first, he 
reduced the tank waggon on Acto throughout the Province. 
This had the result cf,conseqvently the Imperial changed 
the special discounts to tank waggon cuts over the whole 
territory but the Imperial retained south of Lethbridge 
only some special discounts. This was because discounts 
in the South were so large that a general tank waggon cut 
was not lerge enough to take them all up so on the 4th 


of July the tank waggon on Acto was reduced throughout 


the Province and+---- 
MAd Ok LIPSETT: Ie that siahy Loss? 
Mk. FRAWLEY: Yes, the 24th of July, 


1939. Now what they did on the 24th of July, 1901 was 
they converted the figure I have given you of 463% of 
sub-normal gallonage to 25$% of sub-normal gallonage. 
Now this is the point I am making, it therefore may be 


suggested that up to 25$% sub-normal gallonage the 
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Imperial is content, complacent, but from 253% to 464%, 
the Imperial is concerned and when the 46$% price is 
reached then a general tank waggon cut is warranted. 

Now if the third-structure 
is to be the guide in the leaded gesoline, then there 
will be no cut in tank waggon until the sub-normal gal- 
lonage of 12.4%, which is ir. Halverson's price con- 
cession gallonege now, 12.4% of the total, reaches 464% 
of the total dealer gallonage, a gallonage of 1,224,328 
gallons, which must go to 4,580,000 gallons. Now that 
is rather startling but that is the conclusion which 
emerges from a study of what happened in Acto and how 
long it took for Mir. Halverson to realize that the only 
way to handle ir. Plotkins' and mr. Mayland's competition 
was not by a price concession here and a price discount 
area here, but by a general tank waggon cut all over the 
Provinee, still leaving some, still leaving some special 
discount areas of course as I have indicated. 

Now to be perfectly fair 
and to not in any sense wrongfully state this evidence 
we might perhaps be warranted in eliminating that ex- 
treme Sout hern ilberte area as being not sub-normal in 
the above sense. It just has to be that way. It is 
low and perhaps you might almost say "normally low", 
so that. if we look at it in that way, in fairness to 
the Imperial, then the 2545 has to be disregarded in 
the third-structure picture or translating it to my 
leaded gasoline percentages, the 12.4), before lir. 
Halverson will become concerned, the 12.4% must be not 
464% but 464% less 254% or 21% and therefore in gallons 


looking at it that way, 1,224,226 gailons must become 
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2,068,000 gallons. Now that is puttihg it in the very 
fairest way; in other words the gallons must be in 
creased 100% instead of, well the gellonage must 
double, the price concession gallonage must double in- 
stead of multiply four times as it was in the first 
interpretation I gave you of the figures bat at the 
very best the gallonage must double and that, it seems 
to me, indicates what the length of the swing is and 
how long we may have to wait before we get any benefit 
from this jobber competition because of the fact that 
wre Halverson has not got to rusk to a tank waggon cut. 
He makes a price concession here, a price concession 
there, as he did with ire Plotkins and it seems to me 
that that indicates that there is scme need for some 
speeding up process, if it be possitle of this, instead 
of waiting for the long swing because per chance there 
may be none of us alive before the swing swings around 
to hit uss 

MR. PLOTKINS: Mr;> Frawley, if that is a 
fact, there have been three drops in 16 months on third- 
grade products. You heve only mentioned one. Wow if 
you review all of those you might say the swing is 
fast. 

MRs FRAWLEY: | I do not know what lr. 
Plotkins is talking about. There was a cut in the tank 
wageon price in July 1929, that is a cut. 

Nie PLOTKENS: It started on June élst, 
1928 and it kept going and it is down now 23¢ frcm what 


it was even in June 1938 and the evidence is in. 
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MR. FRAWLEY: WOWeneee 
THe CHAIRMAN: | What do you think of 
that, Mr. Frawley? 
MR. FRAWLSY: My calculations are 


based on the tank waggon cut of the 24th of . July, 1939. 
THE CHAIRMAN: Yes, but if the other 

is true and there has been a 3% cent cut since June 1938, 
it has an importent bearing on what we are saying. 

MR. FRAVL&Y: I have to revise the 
whole thing. I will have to study itoer again. I may 

come in tomorrow morning with something on that. 

MR. COMMISSIONER LIPSETT: But the point, Mr. 
Frawley, as I underste nd it you were raking is up to a 
certain point Mr Halvorsen's company meets competition by 
individval concessions? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: When he gets to a certain 
percentage, you say 21% or 212% in the case of "Q". He 
then makes a cut in the regular price structure all the 

way through the tank Waggon price? 

MR. FRAWLEY: Yes. That is exactly 
what I say. nd if I am not correét I will have to look 

at this all again and revise it and give you some more 
figures. 

MR. PLOTKINS: | May I suggest to you 
that the measurement of whether the price should come down 
or not is not exactly only gallonage, but is also the 
potential threat. 

MR. FPRAVLEY: I have been talking about 
that now for a week, the threat to the gallonage that urges 


Mr. Halvorsen to bring his tank waggon price down. 
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Bxhibit 728" show s the price reductions, Mri Gis { thea! 
There was a price reduetion on the Z2lst of June, 1938, 
in Third Structure to 14 cents from 14% cents, @ drop of 
One-half cent. And the reduetion I em talking about on 


the 24th of July, 1939 was the next cut and that was 


1 cent. 

THE CHAIRMAN: WThat was from 14 to 
13? 

MR. FRAWLEY: From 14 to 135. The other 


eut on the cdth of October 1939 did not affeet Third 
Structure. 

MR. PLOTKINS: Oh yes, there is a special 
allowance of half a cent for certain districts and these 
allowances have to be taken into consideration. 

MR. FRAWLEY: I said all that but TI 
will run over this again. 

THS CHAIRMAN: You do not need to. 

We followed you. It is just the difference between you as 
EOecesess 

MR. FRAWLEY: You see if there is a 
Sound difference-.coose 

THE CHAIRMAN: There is a difference of 
13 cents as against 3$ cents. As I understand ir, Plotkins 
now he stends corrected except that... 

MR. PLOTKINS: The pries on the Aalst of 
June, 1938, of Third Structure was 153 cents.in the City 
of Calgary it was 143 cents. Then today the price of 

Third Structure in the Gity of Galgery is l2@geents. It 

is 13 less a half cent special allowame. ‘The correction 
is due to the fact that we have not got a uniform price. 


Wwe have a price based on plus or less special allowance 6S. 
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That is where the complécation comes in. 

MR. FRALEY: I cannot go on very well. 
I would rather revise my submission. If Mr. Plotkins is 
correct and I am quite wrong I want it corrected. I want 
to revise my whole argument or reject it all if it is not 
well founded. So I would rather take the time. If I am not 
right about this I want to know. 

MR. NOLAL: Ali Il know about is the 
evidemce. The evidence is that 3 Star has been reduced 

6 cents a gallon from September 1936, and Third Grade 5 
cents a gallon during that same time. 

THE CHAIR MN: Mr. Plotkins, you say in 
eune 1938 the price of Third Structure was..... 

MR. PLOTKINS: “155 cents. That was 
what was known as the country tank waggon f.o0.b. Calgary. 
MR. COTTLE: You mean after the 

price cut in June? 

MR. PLOTKINS: No, that was previous 

to the price cut. That was on the cOth of June. 

MR. (COTTLE: The price became on 
January 5th, 1938, in the eity 14s eents, and ontside the 
city 152 cents. On June 21st, TOsRn Rae 

THE CHATRION: Just 4 minute, in 
dganuary 1938% 

MR. COTTLie: On January Sth, 1958, 
the price was 14s cents in the city and 15; cents outside 
the city. On June 21st 1938 the price became 14 eents 
both in the city re out of the city, with no special 
allowances. 

THE CHA IRMA: Yose 

MR. COTTLE: The next ehnange was July 
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a4th, 1939, when the price was reduced to 1s eents both 

in the e@ity and out of the city but between June 1938 and 
July 1939 specisl pride Goneessions were made which 

amounted to 1: cents, and the price cut in duly 1939 

reduced the 15 eents to a half a cent. 

MR. HARVIE: So the 15 cents became... 
MR. COTTL:: The 14 cents is now 

12E cents. It was 14 eents before or also lé= cenw because 
of the specisl allowanees being 1s cents. The special 
allowanees went into effeet on September 8th, 1938. 

THE CHAIRMAN: Does that apply the 

125 cents eity and rural? 

MR. COTTLE: Yes, that is what the 
price list says. The distinction between city and rural 
disappeared in June 1938. 

THE CHAIRMAL: Yes, so that in January 


1938 you have a rural of 152? 


MR. CCTILE: That is right. 

THE CHAIRMAN: whieh is now 12¢? 

MR. COTTLS: Tt is now 12s. 

THE CHAI MAD: And you had ge eity of 


14% which is now 122? 
MR. COTTLE: That is right. That is 


covering a period of two years. 


MReHARVIE: 5 eents and 3 @ents. 
VR. PLOTKINS: It is only a year end 
a half. 

THE CHAIRMAN: Yes, the January one 


lasted till June 2ist. 
MR. COTTLE: That is righ ts 
MR. COMIISSION#R LIPSETT: Then Mr. Nolan's further 
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conaession bringing it up to 5 ¢ents since 1936, that 

must have been prior to this January 1938? There must have 

been another reduction. 

MR. COTTLE: | I do not follow the 5 

cents. Exhibit "728" shows the reduetion from approximately 

16z to 13 eents, which is 3% eents. 

Mik. NOLAN: It has been mentioned 

many times in the evidence. I distinetly remember them 

saying the reduction on Esso and 3 Star of 6 cents and on 

Third Grade 5 cents. 

MR. FRAILEY: This is the exhibit and 

it cannot be any different than that. Mr. balvorsen 

prepared that specially for us. 

THE CHAIRMAN: Over and above his exhibits 

certainly Mr. Halvorsen spoke about it. ‘ell, Mr. Fravley, 
does all this resolve itself into anything more than 

this, than the making of the point that the pries leader 

will submit to a certain amount of shrinkage of his gallonage 

from those who on the face of things at least purport to 

keep up the price; who do not post a price or are ou wardly 

giving a price to the public that is less than the price at 

which the price leader is selling, is willing to hold the 

umbrella over them, to use an expression, up to 4a point, 

but that when that eertain amount of his gallonage has 

gone and there is g threat of losing what seems to hima 

considerable amount more, it is to be expected he is going 

to take some measures tO stop this interferenee with his, 

what he conceives to be, his normal and proper turnover. 

Is not that all it means? 


MR. FRAVLSY: Yes, that is precisely 


what it meanse 
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THs CHAIRMAN: The thing is when is 

that point reached? 4nd can you do that by any figuration? 
Es it not largely s matter of psychology on the part of the 
man who is in charge of the marketing department of the 


dominant company? 


MR. FRALEY: Yes. 
THE CHAIRMAL: Some people would get 


annoyed more quickly than others. I do not think you ean 
just put that in black and white. 

MR. FRA ULAY: It is not a mathematical 
certainty at all. But we see the long swing, and that is 
all we do see. Nobody has said whether it is s month or 
ten years. It seemed to me there was some opportunity 
there of observing what the length of the swing was. It 

is the same thing. It is the long swing in the Third 
Structure. First he puts ina series of special concession 
areas, and ultimately he must have launched into a general 
tank Waggon cut. “ie know that is his technique. But what 
percentage has to be moving at the special area before he 
resolves it and turns it and translates it into a general 
tank waggon cut? 

THE CHAIRMAN: Is not that just a 
matter of his ovnm thought as to whet pays him best, to 
suffer this for a while from the competitor and get in 

the main the better price from the public thet he is getting, 
or else by estimating the gallonage decide when it ceases 


to be good business to lose that gallonage. 


MR. FRALEY: That is right. 
Tk CHAIRMAN: So he says the price will 


come dayn to the public. Why? Not for the benefit of the 


publie but for his own protection as against his competitor. 
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It is part of the competitive system. 

MR. FRA‘LMY: And there is nothing 
wrong. I am satisfied, Mr.Chairman, that the..... 

THE CHAIRMAN: Iam saying all this 
with a view to preventing your having to go into a long 
recalculation unless you think it is necessary. 

MR. FRALEY: | Ttsis note, Bas ite 
very wearying. This whole thing is tremendously so but 
be it however weary I may be, if I am wrong in these 
calculations and Mr, Plotkins, who is more interested in 
this industry thinks I am, I want to correet it. I do 
not care what value it is to the Comiission, I am not 
going to have Mr. Plotkins saying they sre wrong from the 
back of the Court Room if they are not. If Mr-Cottle 
will take all night and recalculate it for me I will try 
to give it to you in the morning. ie hope to be certain 
in whet we are saying to this Commission. 

MR. COTTLE: There is nothing to 

be recalculated. 

MR. FRA WLGY: There is nothing wrong 
with the point I was making. I say there was a certain 
percentage of Third Structure gallonage moving at a sub- 
nomel area when Mir. Halvorsen dealt with the situation 
with a tank waggon cut. That still stands, although 
there vas e cut in June 1938. All I say is, Mr. Cottle 
in his evidence at Volume 142, Page 14,746, told us the 
percentage of the volume that was moving sub-normally. 
That is alle I Simply endeavoured to draw a parallel 
between that and what we might expect to find in connection 
with leaded gasoline; how long we might have to wait. 


MR. COMMISSIONER LIPSET?: Mz. Frawley, may I just 
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try and folloy it a little further. the argument or 
suggestion is that based on the experience of Thi wd; we 
may nov’ expect a similar experience in the future on "Q" 


having regard to the Gas « Oil Products and such like 


competition? 
MR. FRAULSY: Yes, that is right. 
MR. COMMISSIONER \.IPSETT: Is not that somewhat 


answered by the fact that during the period that this Third 
Structure was coming down 5 eents or 4 cents or whatever 

it is, you think due to competition, that in fact "4" and 
Ethyl came dow 7 cents without that competition or threat? 
On the hypothesis..... 

MR. FRA’LEYG But "4" and Ethyl came 
down 7 cents compared with a similar reduction in a similar 
period on Third Structure of 34 cents. That is from the 
ord of February, 1936 to October 2ith, 1939, regular hrend 
and - Esso is not in here - but regular brand was reduced 

7 cents during the same period that Third Structure was 
reduced 33 cents. But of the 7 cents 3.70 eents is accounted 
for by reductions in the price of crude. 

MR. COMMISSIONSR LIPSBETT: And of course the 


reduction in the price of crude to some extent applies to 


Third? 
MR. FRAVMLEY: Just the same of course. 
WM. COMMISSIONER LIPSETT: If the argument is 


sound that the reduction in the Third Structure Was owing 
to this inroad .on the volume in that grade‘% 

MR. FRAWLEY: | Yes. 

MR. COMIISSIONER LIPSETT: How do you account for 
any reduc tion in the "Q" price dur ing the Same period, 


bseause there was not competition in that? 


7 


GS 
‘ 
a 


Be 


nN 


r 


a 


BOC 


iS3) 
fz 


T-5 
9 

“17;812~ 
Je J} Frawley, K.C. 


WR. FRALEY: There was 330 cents 
reduction due to competition in the price of regular 
gasoline. | 

THE CHAIRMAN: I suppose you also say 
that you had competition from Third Structure against the 
"MQ" and Ethyl, competition in the gasolines themselves. 
MR. FRAWLEY: Yes, that is right. 
Now let us see what there was. ‘There was a 7 cent 
reduction in "2". Of that this Exhibit "728" shows that 


SerO Gen ve. «ss s6 


THE CHRIS MAN: Drainage is what I 
mean. 
MR. FRAWL&Y: Yes, 3-70 eents of that 


7 eent reduction is accounted for and chargeable to reductions 
in the cost of erude. That leaves 3.30 cents that is due to 
Competition. One thing we do know is that aes of these 
reduetions was due entirely to the Texas Company, the one 

of the 13th of June, I think it was. There wire two in 
dune. Yes. The one made on the 13th of June, 1936, the 
drop of 1 esnt was due to the Texas Comp ny when the dity 
was taken off and they thought, or were assisted in thinking 
that they should drop the price of gasoline and the Imperial 
followed. Now th>t is 2.30 cents, that is ell that is left 
out of the 7 cents. 2.30 cents and that was the reflection 
of competition alone. 

MR. COMMISSIONER LIPSETT: (hem you come into 

Third - one of the difficulties that was confront:ng me 

was that if you apply that to Third, there was none of the 
reduction in Third due to competition at all. It was all 
due to a reduction in the price of crude. @ do not know 


whether that is sound or not. Iwas just trying to see. 
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MR. FRAWLEY: I do not think that you 
can say of course, - if you want t9° put it that way this 
is the calculations this Bxhibit "728" shows that there 
were reductions in crude priee amounting to 3.70 cents 

per gallon of gasoline. That is why the ealewWation was 
there. It was to indicate the extent of the reductions 
over and above the reductions in the price of crude oil. 
Now Mr. Commissioner Lipsett suggests that 3.50 is the 
total reduetion since February 1936 in Third Structure 

and 36.70 is the reductionin the same period in the eost 

of crude, and you might say that the whole reduction in 
Thiid is to be accounted for by the reduction in the price 
of crude. .ivell, the figures are theres But we know, Mr. 
Commissioner, that there was competition in Third Stmecture 
gasoline in that period. Exhibit "682" shows very clearly 
that from the 27th - now this is on record and this isa 
facet - that from the 27th of Februsry 1945 to the 6th of 
June 1995 - oh well, this Bxhibit "726" is for a period 
later than that. 

Mr. COMMISSIONER LIPSETT: I was just wondering, 
Mr. Frawley, whether one really could base an argument 

on the reduction in Third Structure that it is due to loss 
of volume when we find greater reduction in "Q" without 
that competition. Unless possibly what the Chairman 
suggests here thet it was a reduction in Third that really 
was the competitor with the "Q"; the drainage from nQN 

to Third by reason of the bigger spreade 

Mz. FRAWLEY: Oh yes, but there was 
competition in Third Structure gasoline. That seems to 

be so patent from this evidence. 


MR. NOLAN: Dre Frey said there 
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was competition in leaded gasoline too. 

MR. COTTLE: There is no doubt about 
it the drainage factor had something to do with it. at 
one time the spread between Third Grade and "Q" gasoline 
was 6% cents and it is now only 3 cents. 

MR. PLOTKINS;: That is the answer. 

That was the competition. Ths competition was that the 
spread was too great it was draining into Third Grade snd 
the Imperial had to faee the facts and reduce tihe spread. 
That is the answer. 

MR COMMISSIONER LIPSETT: You got your lower price 
in Third partly by competition and partly by the reduced 
price of crude, and that in turn, owing to the Greinage 
giving such competition,has reduced the price of "Q" by 
the 7 ¢ents. 

MR. FRAWL SY: Very likely, Sir. 

Now in connection with the jobbers it is my submissfnn 

that the consumer's best interests are not taken care of 
sufficiently by leaving the trend of tank waggon price to 
the undirected play of the so-called competitive forces. 

In my submission there is a place where close observation 
by an intervening body will have an effect. When the Board 
knows the number, the amount and the extent in area of the 
gallonage gatting or gallonage retaining price coneession, 
4t will be able, by intelligent conference with the industry, 
to see that the benefits of the competitive play are trans- 
lated into reduction to the consumer at the earliest possible 
moment, consiste®nt always with working no detrinent to the 
industry. 


Now I have a word to 


say on Sorvice Station Absorption. I spent a considerable 
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time during the taking of the evidence in sn examination 

of the propriety or otherwise of the companies maintaining 
these serviee stations, and bonusing them by failing to 
collect an economic rent. Now there would be a very simple 
way in which the Company could cireumvent any regulation 

of any kind which would demand that the Company collect 
that economic rent. Suppose we endeavour to deal with the 
service station absorption question by just arbitrarily 
Saying there must be @ rent collected which would give to 
the owning company all of its operating expense, all of 

its outlay, its taxes, its insurance and a fair rate of 
return on its investment. Then, oi course, the supplying 
company could easily do that. They eould exact from the 
dealer, the service station lessee, just such a rent and 
then simply give him a special price for his gasoline, 

and ones would be balanced out by the others. So it seens 
to me that the more one thinks of the so-called evils of 
this bonusing - all that I had in mind of course was some 
way of reducing the duplication, because it seems a strange 
thing that we have Dy». Frey saying "Yes, there is duplication 
of service stations, but I could not go out and tell you 
the ones whieh should be discontinued or struck out." But 
there is duplication in service stations. We have that as 
a fact. Then seemingly there is not anything anybody can 
do about it. You eannot say that there are too many service 
stations without saying necessarily that there is a certain 


amount of cost there. 
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Which must be coming out of the consuming public. The two 
things ge together but you cennot possibly accomplish anything 
it seems to me, by insisting Axed an exaction of an economic 
tent Take any sérvice station you like, all the supplying 
company would have to do would be to say, “Well we will have 
to put your gasoline in here 2; 3 or 4 cents under tank wagon 
but you will have to pay, there is a new law now which says 
we have to collect an economic rent from you", so it seems 
to me there is not very much we can do about the practice of 
the company in maintaining service stations here, there and 
other places and the good ones with the bead ones, maintaining 
them all by the expediency of absorbing a portion of the, 
absorbing in marketing expense a portion of the proper cost 
of carrying those stations, a portion of the economic rent 
you might say. 

Now I have something to say about 
the gasoline tax. 
MAJOR LIPSETT: Theat finishes the eight points of 
collateral marketing? 
MR. FRAWLEY: Yes, it does, Mr. Commissioner, 
yes, it does. 

Now the gesoline tax can be 
discussed --~ 
TH CHAITRMAN: Mr. Frawley, betore you start 
that, you end Mr. Cottle will not forget at some stage when 


you heave taken time to consider this whole question of the 
rewurn on capital. 


MR. FRAWLEY: Yes. 
THE CH ALRMAN : I do not want you to go into it 
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MR. FRAWLSY: I have had a Giscussion with 

Mr. Cottle about it. Now I do not know how helpful I will 
be. Mr. Cottle assures me you cannet find out what a company 
is doing. 

TH CH ALRIMAN : You can certainly be helpful to 
the point of saying that you cannot make eny suggestion as 

GO now a practicsal effect can be given to your submission, if 
that is what you finally come to, but I do not want it lost 


Sight of end that is ell, 


MR. FRAWLEY: Yes, I will speak to it agein. 
TH CHALRMAN : Quite. 
MR. FRAWLEY: Now the gasoline tax can be 


discussed under I think two headings, three headings, the 
nature of the vax itself, the diversion that there is in 

the tax itself --- 

TH CHAIRMAN: What is the first? 

MRe FREW LAY: the nature of the tax, the diversion 
and the evasion, 

Now Exhibit "714" shows the rates 
of taxes in the verious provinces and that indicates that the 
tax is 10 cents in some of the provinces, yes, Exhibit "714" 
is a list of prices and it shows that the tax in Ontario is 
8 cents, in Manitoba is 7 cents --- 

THE CHAIRMAN : what @xhibit is that? 
MRo TRAWLSY: Bxhi bit 714". tt is just an 
excernt from the Netionsal Yetroleum News but it happens to 


of 


show the gasoline %ax., 
THe CHA TRMAW : Yes; Exhibit “714", 
MR. FRAWLEY: fntario 8 cents; Menitoba 7 cents, 


Saskatchewan 7 cents, Alberta 7 cents, British Columbia 7 cents, 
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Quebec 8 cents, New Brunswick 10 cents, Nova Scotia 10 cents 
and I think in Prin¢e mdware Island it is 10 cents also, 

I received this moming something 
which I think I should leave with the Commission. It is the 
Petroleum Products Industry in Canada, 1938. it is that 
annual publication and it is pretty late to be publishing it 
for 1958 but it is apparently just out. I only received it 
this morning, 

TH CHALRMAN : It is @ publication? 

MR. FRAWLEY: Of the Department of Trade and 
Commerce, the Dominion Bureau of Statistics, It is a census 
really of the Industry and the Commission might find it 
useful, It indicates gasoline volume, refinery throughput 
end @ill that sort of thing for 1938, It is just something 
else, You might want a reference some time and that is all 


and perhaps I had better Leave it with you, 


TH; CH ALRMAN : Any objection, genetlemen? 
MR. NOLAN: No objection. 
THe CHAIRMAN: We will make it an Exhibit so that 


if we ever do refer to it we will heve the number, 
(BOOK ENTITLED PETROLEUM PRODUCTS 
INDUSTRY IN CANADA, 1938, PRODUCED 
AND MARKED EXHIBIT "742", ) 
MR. FRAWLEY: Now Mr, Appleton deals with the 
Question of gasoline tax, Mr. Appleton is am inspector under 
the Act, in Volume 138, Page 15,339. Now Mr, Appleton also 
has fileé@ a folder which is part of Sxhibit "6835", 
THE CHAIRMAN: E did not get that last reference, 
MR. FRAWLEY: Mr. Appleton deals with this 
question of taxes in Volume 118, Page 15,559 and he also 


filed a folder and that is pert of Exhibit "683" and it 
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contains a lot of information, the Statute, the regulations, 
and several memoranda as to Statisties and also the forms used 
in sonnection with the administration of this Act, everything, 
everything which is used is in this folders 

Now the neture of the tax I think 
it can be said thet the scheme of the Act and the reguletion --= 
TH! CHATRMAN: Now excuse me @ moment, didn't 
he file something else showing what taxes were collected and 
so on? 
MR. FRAWLEY: Well I think it is all here. 
There are several statements in here, 
THA CHATRMAN: Didn't he prepare a statement, 
Mire cottle? 
MR. COTVLE: itr, Appleton filed some memoranda 
containing the informeticn, 
MR. FRAWLEY: Yes, it is all here. It is ain 


in the folder. 


TH? CHATRMAN: LG Ys all in. Exh bite"sss", 

MR. FRAWLEY: Yes, as part of Exhibit "683". 
THE CHAT RMAN : All right, thank you. 

MR. FRAWLEY: And I say the scheme of the Act 


and the Regulations and the neture of the refunds and all 
that sort of thing indicates that the tax frimerily seeks 
to tax the highway user. 

The definition of fuel oil is 
all embracing. Tt is so wide that it is necessary, first 
of ell to exempt from payment of the tax burning oil used 
in locomotives, oil usec for cust laying purposes, cil used 


for treating railway ties and SO On. 


The tax is 7 cents per gallon 
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without rebate of any kind when the gasoline is purchased to 
be used in 4 motor vehicle, 

On the other hand the tax is 
7 cents per gallon with a rebate of 6 cents when the gasdline 
is purchased for use other then for the operating of 6 motor 
vehicle, be it farm or be it railway’ contractor using it off 
the highway on the railway, be it the Canadian Pacific Railway 
using it in those cars that travel on the railway tracks and 
so on, that is all subject to a rebate of 6 cents. Mr. Appletonts 
folder shows that there are many of these non-highway users end 
I think that is an apt expression, “non-highway users", There 
are as is filed, as his stetement indicates, shows there are 
many, there are farmers, ayroplanes, blacksmiths, boats, 
contractors, dry cleaners, elevators, garages, lighting plants, 
miles, mining, municipslities, railways, well-drilling, all 
of those people are non-highway users end they buy it at a 
net of 6 cents. 

In the fiscel year --- 
MR, GOTTLE: A net of one cent, 
MR. FRAWLEY: They pay a net of 1 cent. 

In the fiscal year 1938-39 the 
1 cent tax amounted to $423,376.60 made up as follows: by 
non-farmers $30,156.35; by farmers $393,220.25. The amount 
of that tax itself appears in different Exhibits. I think 
it is in very handy form and I think it is Exhibit "456", 
Hoy Gry ees, on Exhibit "179". Exhibit "179" shows that 
the net revenue in the year 1938, the calendar year 1958, 
January to December, was (2,871,746.55 and the figures on 
my, well no, these are fiscal year figures and they may be 


a little different, the figures I am giving you as to what the 
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1 cent tax amounted to. 

Now in connection with diversion 
I have only this to sey, we have had a lot of talk about 
diversion. It seems difficult to know, there are two or 
three different points of view and I am really not prepared 
to discuss it very intelligently but I will meke this 
suggestion to the Commission and if my friends have no objection 
to it, and in eny event I put it to them, that they may have 
some concern about it, lir. Cottle might make some examination 
of the Provincial Accounts, the public accounts of the Province, 
to give the Commission some information with respect to the 
amount of diversion if there be any ana let that be part of 
the Commission's records, 
THE CHAIRMAN: You refer to diversion and by 
"diversion" you mean "monies collected from gasoline tax from 
those who use the ae Were which is not béjng used on the 


highways." 


MR. FRAWLEY: Yes, that is whet I meen. 
THE CHL IRMANS But employed es pert of the general 


funds of the Province. 
MR. FRAWLEY: Yes, diverted to the general 


revenue funds, the gasoline tax. 


f® CHAIRMAN: . Yes, to a greater extent than work 
has been, or monies have been expended on roads. 


MR. FRAWLZY: Yes. 


MR. NOLAN: It is ell diverted to the general 


fands. 


THE CH AI HILAN Qutb e180 


MR. FRAWLZY: And that is why the Chairmen corrected 


are into a discussion, well I am 


my expression. Otherwise we 
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very frank to say that I have not made any such study of the 
public accounts to enable me to eddress myself to it intell- 
igently. It seems to me it would be perfectly proper that 

the Commission Accountant should take the Commission's direction 
and inform the Commission as to what extent such diversion has 
taken place. 

TH CHAT RMAN: I do not suppose the Industry need 
concern itself as to what has happened to the money but they 
are interested es to what is collected and whether it is ear- 
marked or not, I do not suppose they are mich interested. 

MR. NOLAN: Was not the "Case for Alberta" 


left with the Commission on that point by Mr. Brownlee? 


MR. HARVIz:: Yes, he referred to the whole 
matter. 
MR. NOLAN? Mir. Brownlee made the point or 


sought to méke the point -- 

THE CHAIRMAN: I take it gentlemen, to save time, 
tay if it ws in there no one has any objection to Mr. Gotuls 
TiIndine 1% for us? 

MR. NCLAN: I have none, Mr. Chaiimman. 


MRe FRAWLEY: Now with regard to evasion, 


Wr. Chairman ----- 


T= CH AT RAMAN: Wheat about you, Mr. Harvie? 
MR, HARVIE: I have none at all but I think it 


would be wise if we were supplied with that information also. 


TH CHAT RIAN: We will not reassemble for it. 
MR. HARVIS: NO 
THE CHAIRMAN: As ae matter of fect, 1 have Ho 


reason at all to think that the ear-marking of the money is 


something with which you are concerned greatly. 
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Mie HARVIE:, I think that may be so but 

On the other hand we have made a very great effort to keep 
in touch with what has been supplied to the Commission. 

THE CHATRMAN: . Whet is your suggestion? 

MR. HARVIL: It is simply that at the time 
Mre Cottle gives the information to the Commission that we be 
supplicd with the same information, ir. Chairman, 

MR. FRAWLEY: that is not very satisfactory. 
However, I have no objection, of course. 

THE CHATEMAN: I do not see any objection to 
any statement that ur. Cottle prepares for our information 
that we should perhaps direct that a copy be sent to you. 


rE have not the slightest intention of reassembling for any 


discussion. 
Mine HARVIL: Et am not suggesting that. 
THL CHAIRMAN: However, I see no objection. 


If we are goinz to make use of it it will be in our report 
anyway and I see no harm in you getting it a few weeks or 
days earlier as the case may be. 
whe FRAWLEY: Now, wre Chairman, dealing 
with evasion. I think it has pretty well been said there 
is some evasion. Mr. Appleton, who perhaps knows more about 
it than anyone else, deals with it briefly it is true in 
Volume 118 at Page 13,459 and 15,340. 
THE CHAIRMAN: I did not get those pages, 
Mur. Frawley. One page will be sufiicient. 
MR. FRAWLEY: Page 16,640 of Volume 118. 
Mr. Appleton says this: 

"Q Well what is your findings in inspecting this 

if difficulty, you have at times had complaints about 


" farmers not paying the tax on gasoline used in 
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{t 


their trucks or cars and going on the road with them? 
Oh, .Yé8s 

You have? 

Yes. 

Is that very prevalent, the farmers using gasoline 

in their trucks? 

We have quite a number of complaints. 

Now why under those circumstances has there been 
nothing done to remedy that situation? 

I would not know. I have hothing to do with the 


EOLLcCy = * 


Then at page 12,544 on the same point this is what he says: 


a, 


Wy 
WA 
uta) 


"Q 


50 in those cases these coupons heve been used for 


cash? 


Yese 


Just the same as currency? 


Yes. 


Becwuse the storekeeper is able to convert them 

to the equivalent of cash? 

Yes. 

Now that is another method? 

Yes. 

Then there is another method possible and actually 
practiced, the farmer owes the agent a bill for 
Bol ine, including gasoline? 

Yea. 

And he finds himself short of money? 

Yes. 

But he has a reserve of coupons and he can go ints 


the agent of the company and say, "Here are so many 
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4g coupons anc that wipes out my bill'.? 

Nhooy Oh, Ses 

"Q hat is possible and that is another method? 

wD Yess 

"Q So there are a number of methods of defrauding the 

" Government? 

Wh Yes. 

"Q Of the taxes that are rightfully due? 

ues Yes, through the coupons you mean? 

4) Yes, through the coupons? 

"A Yes." 

Then this is Mr. Plotkins'! 

examining ana he asks, 

"Q And that has been brought to the attention of the 

Department on various oecasions? 

"A Yes. 

"Q I have brought that quite strictly to their attention 

" at various times? 


th As a matter of fact I might say thet a number of 


" investigations ware going on before the poiice at 
the peesent time into the same thing." 


Now that is what the evidence 
is and the next question is the all important one, what 
remedy can or should be applied? Now the only remenmdy 
that has been suggested to the Commission was a special 
colouring of the gasoline sold at the 1 cent tax and I am 
able to read to the Commission ~- well you have also been told 
Mr. Chairman that in the Province of Saskatchewan and in 


Santa Fe in New Mexico this system of coloured gasoline is 


~ G3 


o ~ = 


oh 4 

ah a 
ie 

: x i) 
pa an 
; 

1% aa 


2a) 

re 
sis Se 
ue { 
~ : 


eS 


7 


eae 18 es 2 

“ye F =; Ps 
i : 

cam fay 

the ea 


= i 
tee =i ee wee 
S ee} oa ea 
Se ey i o 
tn ¥ rat 
tat : per 
aa wt 
aS 
Cy shi = 
ia “~ : 
Ela 
44 ie, 
ha - 
td. 
tr bor 
"a ros 
1 
P ted 
isi 
3 § ar 
au ret Y BS 
y | 
i 4 
rae re eee 
A 


t 
{: 


D6 
4 


J. J- Frawley, Kk. CG. 


practiced to prevent evasion. And this is what the Saskatchewan 
“Government Says to the Department of the Provincial Secretary 
in this province. It is a letter dated the 2nd of November, 
1939, from the Assistant Frovinciel Tax Commissioner, 
Mr. J. R. MacDonald, to Mr. ke. CG. Arthurs, Secretary to the 
Department, Department of the Frovinciel secretary, Legislative 
Buildings, bLdmonton, Alberta, Dear Sir: | 
" L regret the delay in replying 
"to your letterof the Elst ultimo. 
4 We purchase in bulk the purple 
“dye in powder,": 
THE CHAT RUAN: MWe", that is the Government? 
Mike FRAWLEY: The Government of the Province 
of Saskatchewan, yes. 
i We purchase in bulk the purple 
“dye in powder and weigh it out in quantities suitable for 
"various gallonages. The dye in the maller quantities 
"is placed in envelopes and in the larger quantities in 
“cerdboard containers. We retain control of the dye 
"and have our officials at the refinery plants measuring 
"tanks and overseeing the dyeing operations. In this way 
"we know exactly the gallonage of each commodity dyed 
"purple for each refinery. In tne case of the British 
NAmerican Oil Company, Limited, pending their securing 
“sufficient storage at their distributing centres, we have 
"had to temporarily appoint individuals at these centres 
"to undertake the work. 
" The returns made ¢ach month 
"by the companics show the total sales of (1) purple 
"fuel; (8). other fuels and in respect of item (2) 
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"tax at the rate of 7 cents per gallon is remitted. These 
"returns, together with stock reports, are checked against 
"the record of gallonage dyed purple and in addition we have 
"auditors examining the books of the respective companies 
"éolleetine the tax. 
ui We have the provinee divided 
"into approximately two dozen districts e&oh in charge of 

"a treffic officer and up to the prezont it has been found 
"essential for the traffic officers to dye a certain amount 
"of second grade gasoline, that is the blue, amber and green, 
Tt outlying points. The necessity Tor this 18 that up 

"GO date desivable storage space has in some cases not been 


“installed and, 


v 


further, the gallonage of this type of fuel 
"sola for farming purposes is not large and our traffic 
“officers have been accommodating the vendors by dyeing 
"these fuels on their premises but as soon as additivnal 
"storage space has been provided this will be discontinued. 
"It is expected that next year the storage question will 
"have been disposed of and then dyeing of all fuels purple 
"will be confined to the refinery plants. 

is We do not dye xthyl red gasoline 
"under any circumstances. 

a Tt is an offense to use any 
fuel coloured purple in the tank or container of a motor 
Wyenigle Bnd it i8 part of the duties of the treffic 
"officers +0 examine motor vehicles.» So far this year we 
"have had approximately 100 convictions. The fact that 
"part of the penalty for using purple fuel in a motor vehicle 
Nis that the motor vehicle shall be impounded for a spscified 


"period of not Less than fourteen deys or until the fine and 
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"costs imposed have been fully paid, whichever is the longer 
"period, has had a very good effect, with the result that 
"our revenues have very substantially increased, in fact 

"are approximately fifty per cent higher than last year. 
"While it is true motor vehicle registrations are higher 
"this year than last and some of the increased revenue may 
"be on this account yet we are fully satisfied that the major 
"portion of this fifty per cent increase is entirely due to 
"the purple dye system. 

" You may be interested in how 
imports by tank wagon, in particular, are handled. Those 
“importing in this manner have to possess speciel licenses 
"end our traffic officers are constantly on the look-out 

"for trucks, the drivers of which are required to report to 
"our representatives located at strategic points along the 
"borders of the provinee and they are fully familiar with 
"the fact that, should they feitl to report their importations 
"and cither pay the tax or have the fuels dyed purple at the 
"border, they will not only be prosecuted but their right 

“to import will be withdrawn. 

a While we encountered a number 
“of difficulties during the transition period these have 
"been pretty well ironed suk ana, generelly speaking, the 
"system is now runting heoiniy. Not only has our revenue 
Nincreased but a tremendous volume of work in dealing with 
feeennie has been eliminated. It is not expected that the 
"cost entailed in the present system will be much more, if 
Yeny, than thet under the old system. 

N The people of this province are 


"very well satisfied with the system, even those who were under 
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"the refund system possibly circumventing payment. of 
"the tax, have expressed their satisfaction. We are 
"more than ever certain that many individuals misrepresented 
"to us the gallonages used in their farm machinery and 
"motor vehicles and we are further certain that many of 
"these persons did so not because they wished to be 
"@ishonest but they considered it their right to do so 
"when their neighbours were deliberately evading tax 

"pe yme nt. 

" We believe we have the tax 
“exemption problem solved and that the system now 
“prevailing is here to stay. If there ere any points 
"upon which you desire further information we will be 
"pleased to cooperate with you and further such inform- 


"Yetion as we Gane 


“4 Yours truly, 

y "J. Re wacDonald" 

a! Assistant Provineial Tax Commissioner." 
TH: CHAIRMAN: You had better give that a 


number then. 
(DOCUMLNT IN QUESTION WAS THEN 
MARKED EXHIBIT "743",) 
Wie PRAWLAY: Then we have e letter from the 
City of Santa Fe, New Mexico, adaressed to the Government of 
the Frovince of Alberta, Office of Deputy Provincial Secretary, 


and Registrar of Companics, Edmonton, Alberta. 
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"Gentlemen: Attention Mr. KR. Ge Apthurs 


/ f 
secretary to the Departments 
La 
v 


In reply to your letter of 
"October 41, 1929, making inquiry as to information regarding 
"the coloring of motor fuel where a refund of the atate tax 
Wis made: 

‘) As early as: 1936, the State ox 
“New slexico has endeavored to segregete by indentification 
"the motor fuel which is used for purposes other than the 
"propelling of motor vehicles upon the highways of this state. 
“Several identifying agents and methods have been tried and 
"for various reasons they were discontinued. 

During the year 1927, after 
"exhaustive laboratory tests and analyses of dyes submitted 
"by fifteen difference dye companies and disregarding 

"costs entirely during these tests, this Division chose 

"the dye manufactured by the Patent Chemice'’s CGompany 
"Incorporated, which Company is represented by Dr. §. Isermann. 
a. We were primarily interested in 
"results. This dye, an anthraquinone purple, was chosen 
"because no motur fuel was being marketed in the State of 

"New miexico in this color. It was necessary to choose a dye 
"of distinctive color and also ome which could be easily 
“identified when mixed with motor fuel which had already been 
"colored Gither a bronze or reds» 

n This aye is fumished us at a 
"cost of g4.25 per pound eee hundred pound containers. 

"The transportation charges cost us approximately 5¢ per 
"pound - While the recommendations of the Dye Company 

feall for 8 ounces +9 color 10,000 gallons of motor fuel, 


“we have seen fit to use 1 pound to color 16,000 gallons, 
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"in order that sufficient dye will be added to identify 
"this motor fuel without question. 

7 Shipment of this dye is made 
"to us in bulk and is packed in speciil-made envelopes 
"containing approximetely 4% level teaspoonful of the dye 
"which is enough to treet one barrel of 50 to 55 gallons. 
4 Taking into consideration 

"the cost of the dye, transportation costs, envelopes, lebor 
“in packing the dye and transportation charges where it is 
"sent to the dealer, the total cost to the state is approx- 
"imately .017¢ per barrel. 

asia While it 1s Gifficult to 

nes sure the results of this identification in dollars 

“and cents as reflected by the amount of refunds paid due 
"to varying crop conditions, the placing of additional land 
"under cultivation, increase in purchase of motor equipment, 
"replacing animel power upon the ferms and inereased mining 
Noperations during the pest few years, we do believe that 
"by the segregation and identification of the motor fuel 

"to be used for nonhighway use, it has definitely pat a 
"stop to the claiming of illegel refund of tax. 

vd We do not insist upon the use 
"of this dye where motor fuel is used for aviation purposes 
“and clothes~cleaning establishments. Also, by laboratory 
"tests, it is evident thet the use of a dyed gesoline in 
"pressure appliances has some effect in shortening the 
tneriod of successful operation before cleaning is necessary. 
‘he amount of motor fuel used for pressure appliances is 
"negligible and is, therefore, of small importance in matter 


“of control. 
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r In order to fully understand 


"the application of the law in regard to the identification 
ROL moter Tuell, it is possible that you would like to become 
"acquainted with these laws. We are, therefore, enclosing 

"a copy of our Motor Fuel Tax Acts. One of our dye envelopes 
"is also enclosed. In the administration of these laws and 
"the use of the dye, we have run into some administrative 
"difficulties, not through the fault of the dye, but in the 
“application. 
i When the new dye was put into 
"effect, we had numerous complaints that the dye was causing 
"stoppage of motor fuel feed lines, the formation of gum 
"under the rings and around the valve stems of the motor, but 
“upon a thorough investigation of these complaints, it was 
’'found that it was not due to the dye in any instance and 
"hat other factors contributed to these causes of motor 
"failure or improved operations. 

a About this same time due to 
"the keen competition in the petroleum industry some unscrup- 
*ulous dealers solicited business upon the basis of not 
"dying or coloring the gasoline at the time of delivery. 
"Intensive efforts on the part of the field personnel in 
“checking deliveries which have been made the same day or a 
"day or two previous soon put a stop to this practice. 

w In conclusion, we believe that 
"the use of dye has been of great assistance in protecting 
"the revenue of the state from unscrupulous persons who in 
"the past have possibly presented fraudulent claims for motor 


"fuel which was not used for the purposes intended, 
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" Any further information in this 


"respect will be gladly given upon request. 
Yours very truly, 

i v1 O; Gallegos 
COmmissioner of Revenue 
i BY "P. i. Culver" 


. P. Ee QULViRK, Director 
Gasoline Tax Division. " 


(DOCUMLNI IN QULSTION Is Now 
MARKED EXHIBIT "744".) 


Me FRAWLEY: Well that is all I have got tn 
say about the gasoline tex. I think His Honour the Lieutenant 
Governor would certainly be glad to have from the Commission 

a Pooommendat Lon as to how best to deal with this question of 
evasion. The only suggestion that has been made to the 
Commission is the use of the purple dye and the two letters 
that I have just read into the record seem to indicate that 

s0 far as these two jurisdictions are concerned that the purple 
gasoline is working successfully there. fnd while one does 
not like to rush into the adoption of a scheme without 
endeavoring to judge all of the consequences and all of the 
implications, it does seem to me that the purple gasoline is 
something that is worth the very serious consideration of the 
taxing authorities in this province. There may be costs 
added. You see Mr. MacDonald in Saskatchewan says: 

"We do not dye Ethyl lead gasoline under any oircumstances." 
Well it has crept into evidence here that some ithyl gasoline 
ia being used on the farm. Certainly considerabl: "Q? is being 
used and there is a real effort to get more "Q" on the farm. 


That means with practically all products there would have to 
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bs machinery available to dye all produets and to me it 
seems an unpleasant thing to think you would have to 
have special storage to handle this special gasoline. 
I thought, perhaps, in my ignorance thet it could be 
dyed as it is purchased, per transaction. The insertion 
of some dye into a barrel of gasoline just as it is being 
taken away, or a truckload of gasoline and that would not 
mean then - it would mean some oxtre handling, of carse, 
but it would not at least mean the investment of capital 
by the conpany. Because, if these companies in Alberta 
heve got to set up - take the Imperial Oil Company, if 
they have to put up special Sehcee for purple gasoline 
at each of their 282 stations and the British american 
with the same and the Great West with 130, My, oh My, 
that is going to run into a tromendous capital investment 
and I do not know -- you ses we do not know how much 
evasion there is. tie do not know how much it is costing 
the Province. ‘We do not know. Mr. Appleton was not able 
GO "terimis and, of course, hobody knows. [t ts just the 
¢ase of a guess, in any event. 
MR. COMMISSIONER LIPSETT: Would it mean three separate 


pumps, for instance, or storage tanks for Hthyl and ™Q" 


and Acto? 


MR. FRAWLEY: First of 211, it 2s tne eons, 
husiness that we are thinking about. It is not the pump 
DostWwiewss »oe 1s gone Lilling of barrels. It is 4 barrel 
business. And it means that at the bulk stations in the 
country there would have to be first of all extra tankage, 
so Saskatchewar says. 

MR. COMMISSIONER LIPSET?: For each grade? 


MR. FRAWLEY: I have not that figured out. 
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For each grade. Well, if the grades are first, second and 
third and distillate, that is four grades. Surely it is 
not contemplated there are going to be four extra tanks 
at each bulk station to look after the purple fasolire. 

i would say that would be enough tc condemn it immediately 
in this Province. Now, if , on the contrary, it ean be 
done by some very quick system of injecting, with some 
injector equipment, or something of that sort, well then 
probably----- 

THE CHoalRMAN: Well, cannot we find out? 
After all, if that letter is not clear we ghould get it clear. 
it seems to me, as you say, Mr. Frawley, that it isa 
tremendous expense involved, if we take that view of it. 
There is no such suggestion in that letter. I mean you 
would have thought, having gone into it so thoroughly, 

if 3% involved a tremendous expenditure. by the oi2 companies 
in Saskatchewan, that there would be some indication of it 
there . 

MR. FRAYVLY: "It is expected that next year 
the storage question will have been disposed of and then 
dyeing of all fuels purple will be coifined to the refinery 
plant." Phat is dyeing at ee refinery, but what happens 
with Mir. Halverson when he gets it out to his 184, and 

Mr. Harvie's company too, to all of their bulk plants. 

That is a separate product then. It is a separate product. 
The farmer will want some 3 Star for his truck that he will 
pay the 7 cent tax on. He will want some 3 Star fur his 
power machinery. He will want some third grade for one 

and some third grade for another. 

TH? CHAIRMAN: IT understand. You would expect 


them to meet with the seme difficulty in Saskatchewan? 
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MR. FRAWLEY: Yes; you certainly would. 

TH? CHAIRMaAN: : That is something that the oil 
companies are interested in and, perhaps, Gentlemen, you 
would be wise to find out what it means to you in 
saskatchewan if you already do not know. 

MR. HARVIE: i have been looking into it 

on behalf of my company, at tue request of Mr. Trowbridge, 
and while I have obtained a lot of information it is a very 
compli¢ated question and we are still working on it. I am 
working on it with Mr. Trowbridge. 

THY CHAIRMAN: You do not want us recommending 
something that is goirg to cost you a lot of money without 
you telling us something more than that you have talked with 
Mr. Trowbridge about it. 

MR. NOLAN: I know that my officials have 
been talking to Government officials about it long before 
it came up before this Commissiou. This has been under 
discussion and Mr. Frawley knows that. 

MR. FRAWLEY: I know very little about it. 
Gha,isdeo know that, that it has been discussed... Yes, 
indeed I know that. 

MR. HARVIE: 1. 010. not bnew yontil die: bess 
couple of days that Mr. Frawley had any idea of making any 
such suggestion vefore this Commission. 

MR. FRAWLEY: I am not meaking.it, .[ am very 
eareful in not asking the Comméssion to rush. into these 
matters. But I gay that the Government might consider it. 
I am not saying that because they are already doing it. 

But even if they were not doing it I would think it would 


be worth considering. I do not ask that this Commission 
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recommend definitely that the Government go into the 

question of purple gasoline forthwith. It has got to be 
studied because surely some other method has got to be 
evolved than extra tankage at each one of these many bulk 
stations. 

TH! CHAIRMAN: Is that what it means to you, 
Mr. Nolan? 

MR. NOLAN: Yes, it’ does, Sir. » Bat DT do 

not know what has transpired about it between my company 

and the Government other than there have heen discussions. 

I can find out if you would like me to. Mr. Trowbridge knows 
a lot about it, as much about it as anybody, doesn’t he? 

MR. FRAWLEY: He knows what has happened 

but what I would like to know is what objections the companies 
take. f= take it that the companies pointed out to uur. 
Trowbridge the extra expense that would be involved and so 
on. 

MR. NOLAN: I am not unmindful of the fact 
that if more taxes are collected then there is some reason 
to anticipate that taxes will go down and it is to our 
advantage that something should be done. But I have not 

any evidence about it. It has not come before us here. 

If there is anything that I cm do to help I will be glad to. 
If the Commission wants more information about it. 

THE CHATRMAN: It has a bearing on what has 
been said here. The companies have definitely said that 
there is too mech taxation. This is one means, perhaps, 

of getting it reduced by seeing that those who should pay 

do pay. 


MR. NOLAN: Yes, unless the Government 
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just keeps the additional. 
MR. HARVIE: ft think the companies would 
like to have any tax that should be paid paid by all 
parties. 
MR. FRAWLEY: May [I recall these two short 
paragraphs to the Commission. This ig what ivr. Arthurs 
wrote requesting information about: 
" In both cases I requested information with regard 
"to Revenue but in each case this information was not 
"oiven. 
I particularly wanted this information from 
"Saskatchewan as I desired to make comparison from a 
"cash value standpoint." 
Do you understand what Mr. arthurs was after there? 
MR. COTTLE: What he wanted to find out 
is how much extra money was collected by them. 
MR. NOLAN: iy companies are in Saskatchewan. 
We are all-Canada, I have heard several times. 
MR. FRAWLEY: Chi aes. 
MR. NOLAN: We know something about what 
has happened down there and if it will help the Commission 
let me find out what has happened there. 
TH! CHAIRMAN: We do not know and it is, 
i think, of some moment to the companies, We think, in 
considering the subject of taxation, which I think we 
must, that this tax evasion must stop, if there is a 
practical way of doing it. Now, we should not come to that 
conclusion and make some recommendation without having 
some idea. I suppose we should get from Saskatchewan thet 
information and I suggest that you write them, as to what 


it meant to the industry. 
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MR. NOLAN: But we do not get it sir. 
MR. FRAWLEY: Ok, no, ‘Me just looks at ws 


from his own standpoint and it is agreeable and he talks 
out loud and praises the system but he does not tell us 

or tell Mr.- Arthurs anything, 

THS CHAIRMAN: There is no suggestion there 
that the Industry is finding it a serious thine. 
MR. NOLAN: - Well, Mr. Frawley, with your 
permissicn,Mr. Chairman, I will prepare a letter or a wire 
if you. like to send my people to bring out the salient points 
that must have arisen in Saskatchewan, This thing is in force 
in Saskatchewan, 

TH? CHAIRMAN: Yes, of zourse. 
MR. FRAWLEY: | And enforced., 100 convictions 
already he says. 
MR. NOLAN: Yes, thet is what I mean, the 
machinery is set up’ and whatever it may be --- 

MR. FRAWLUY: Yes, but he points out it is in 
a state of transition. 

MR. NOLAN: They are going to trrnsit them- 
selves from tenks to refineries as 1 understand. , 

MR. FRAWLEY: Yes, but that is only from his 
standpoint, he says, "I. am going to have it fixed up for 
myself by having it all dyed at the refinery" but that does 
not help Mr. Halverson if he has to have all these extra 
tanks at his bulk station. 

MR. HARVIE: And additional trucks. 

MR. NOLAN: I just. do not know sir, I om 
quite prepared to help to try to get the information. 

MR. FRAWLEY: You said something about not 


waiting, I am content with that, If Mr. Nolan gets a letter 
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say over the week-end from his Company I would be content to 
have that filed with the Commission, 

MR. NOLAN: . Iowould not guarantee to get it 

over the week-end from my company. You are forgetting that 
it is over the holidays, but I will get it early next week, 

sir. I presume it does not matter within a few Jays? 

MR. FRAWLEY: inet is all rignut std just hand 


(cone erie you will Let me have Lt iowild hend Ty in? 


MR. NOLAN: I will have it addressed direct 
SG Voll, 
MAJOR LIPSETT: It would be a good thing to write 


to the Saskatchewan Gcvernment and get an idea of what the 
details are there from their point of view also, 

THS Cll AT RMAN : How did they get over the price, 

end the diiticulty of calling for huge capital expencitures, 

it there be eny, on the part of all these companies? 

KR. HARVIE: The system employed in connection 
with the Imperial Oil is one matter, that employed by ourselves, 
as pointed out in the letter, is another matter, I mean on our 
new system of distribution they have been good enough to co- 
operate by. letting the road men do sane work out in the 
district until we hac got additional storage, but I do not 
think there has been any final conclusion as avrived at either 
by our company or by the Government as to what the ultimate 
result will be. 

MR. FPRAWL3Y: Unfortunately he points out, he 

says in the case of the British Americen Oil compeny Limi ted 
pending their securing sufficient storage at their distribution 
centres, "We have had to temporarily appoint in¢ividuals at 


these centres to undertake the work”, and I infer from that that 
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the British American is going about the construction of 
sufficient storage at their distribution centres, 

MR. HARVIS: That has been diseissed and some 
Of it is going ahead I suppose, 

MR. FRAWL&Y: Special storage for this purple 
easOline, 

MR. HARVIE 3 There is no question about that, 
if they carry out their present procedure, the suggestion 

has been made by our company that these capital expenses will 
have to be written off possibly on a very short term of years, 
€ue to the changing conditions inj@he wse ck the fueds 
MAJOR LIPSETT: Does that mean that the dyeing 
would be done at your distributing points, instead of at 

your refinery? 

MR. HARVIS: No, not necessarily. If we have 
storage at the distributing points, and the seme would apply 
to the Imperial, the dyeing could be done at the refinery 

but there would be the additional cost of transportation due 
to having a different container to handle that, 

MATOR LIPSETTs That is.in separate trucks or 
separate tank cars? 

MR. HARVIG: Something like that. 

THE CHAT RMAN: 4nd the difficulty would be to clean 


the truck st 


MR. FRAWLEY: YesSe 

MR. COTTLE:. And the tank cars. 

TH’? CH AL HVAN: Yes, and the tank cars, 

MR. HARVIS: There ere a lot of problems which 


are being worked on, which are not solved yet. 
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MR. FRAWLZY% _But Mr. MacDonald is a real 
enthusiast| 

MR. HARVIE: He is. 

MR. NOLAN: But they convicted 100 people for 


evasion and surely before they finished that they knew whether 
the stuff is mixed in the refinery or the tanks, surely they 
know that before you send men to gawl. 

MR. FRAWLEY: It is almost too good to be true, 
éven the tax evaders are enthusiastic about it, Mr. MacTonala 
S&VS. 

MR. HARVIEL I will be very glad to do what 
Mr. Nolan suggests also. 

MR. FRAWLEY: Yes, if we had a statement from 
Mr. Harvie and Mr. Nolan and then filed it. 

THE CHALTRMAN : In the end we may noty IT Jook 
upon this tax evasion as a serious thing as affecting the 
whole subject of taxation and particularly in relation to 
what we are now next coming to, which I observe is not 
covereu by your point, and that is “Why tax this Industry 

at ell and if so, "Why so much”. We have had submissions 
made to us that we would Like to hear you about either now 

Or in the morning, as you may prefer. We have had the 
submission made to us that the taxation should be made 
general, that this Industry should not be singled out, even 


with some others, for special taxation, for special burdens. 


MR. FRAWLEY: Mr. Hlliott gave us a memorandum 
on that. 
THE CHAIRMAN: Mr. Ray, you remember, rather 


stressed thet and other witnesses including Mr. Halverson 


and I forget who all now but Mr. Miller, I think, if nov 
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Mr. Bronsden, rather stressed the burden of taxation and I 
was quite impressed with Mr. Miller, I think, I am quite sure 
it was Mr. Miller's presentation, accompanied as I remember it 
by appropriate charts or maps showing how this business of 
getting down the price of gasoline does not mean a thing, 

that up goes the tex; that so fat es the consumers &re 
concerned with whom we have heerd much for a long time, that 
they are not getting, Mr. John Consumer is just where he always 
WAS, When we save costs on refining or marketing or anything 
else, now thet is the suggestion thrown out by witnesses, 

that the burden, -and we are talking burden, it is the burijen 
of. taxation, that does not lie where it should. Granted that 
the Government should have all the money it gets. Now if you 
have anything to say about that we will be glad to hear you. 
MR. FRAWLEY: — Well, of course, there has not 
b66n 1h Some provinces --< 

THE CH ALRMAN: We will have no hesitiation in 
dealing with it in our report if upon reflection we think it 
is proper to do 60. 
MR. FRAWLEY: - In some vrovinees there has been 

a rise, the oil companies, I think Nove Scotia is an instance 
where the oil companies dropped the tank wagon and the Nova 
Secotie Government increased the tax. 
MR. NOLAN: They did the same here, we used 

to have a © cent tax here. 
MRe FRAWLEY: Oh, yes. 
MR. NOLAN: And gasoline came down @ cents and 
the tax went up. 
MR. FRAWLZY: Since the "Q" came dowy ,7 cents, 


the tax, now I have something here, there is #1 historical 
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statement, the same kind of information which Mr. Miller 
gave us in this, yes, there is the same information here amd 
I might just take a minute to look at it, there is an historical 


statement of the gasoline tax, how it has gone up, and I just 


want to show you that, yes, here it is, now Alberta ---- 
THE CHAIRMAN: Where are, you looking at? 
MR. FRAWLEY: ft am looking at Page 17 of this 


Bxhibit whieh I filed, Exhibit "742", 

THE CH AT RIAN : That is the Dominion Department 
of Trade and Commerce pamphlet? 

MR» FRAWLSY: Yes, the Bureau of Statistiss and 


ALDerva, end, the story in Alberta is this ---- 


TH CHAT RVAN : Page? 
MR. FRAWLEY: At page 17. 
THE CH AT RMAN : That is the story of the increased 


taxation in Alberta. 

MR. FRAWLEY: Yes, and I cannot ask you perhaps 
to consiter Exhibit "728", or my Exhibit, I will give you 
these two Exhibit numbers, Mr. Chairman, Exhibit ‘682", 
Exhibit "682" which is the Imperial’s statement of prices at 
Calgary on #thyl and on Fegular and on Third, the posted tank 
wagon prices and also service station prices, yes, but all 
exclusive of tax, that gives you historically what the situation 
has been since Cctober 193) right down to date in the case of 
Bthyl;; the same dates for "Q" and for Third from the 26th 
of August 1933 to date, so that is rather a compiete story 
of the prices at Calgary and then in acjition Exhibit m7 2e% 
gives a history of the reductions from the Third of February, 
“1936 to date, so that my Exhibit "682" is more complete. 


Now gcing to page 17 of Hxhitit "742" we find that on the 
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SOth of April 1922 the price was 2 cents --- 

MR. COTTLE: You mean the tax. 

MR. FRAWLEY: the tax was 2 cerntd and on the 
lst of June, 1929, it was increased to 5 cents with a refund 
of 4 cents; on the first of April 1933 it was increased to 
6 cents with a refund of 5 cents; on the lst of April 1935 
it was increased to 7 cents with a refund of 6 cents. Now 
then it has remained there since the lst of April, 1935 and 
it is during that time thet these increases have, I mean 
these decreases in the price of gasoline have manifested 
themselves, the famous 7 cents which my friend is speaking 
about,, because that is since the Srd of Februsry, 1936, the 
7 cents. 

MR. NOLAN: That is the 7 cents but you went 
to go beck to L9SL. 

MR. FRAWLEY: And then you get what appears on 
Bchibit "66a", 

MRe NOLAN: And it is more than 7 cents, 

MR. FRAWLEY: It has dropped from 25.5 cents, 
1935, since 1930, 1930, it has dropped from 254:®ents to, 
well thet is Ethyl, let us look at "Q", "Q" is better to 
lock at since October 29, 1956 "9" was dropped from 22% cents 
to 16 cents. That is how many cents, that is 6% cents. 

Now how much has it dropped since the tex was made 7 cents, 
the tax was made 7 cents on the lst of April, 1935. Now at 
that time, when the tax was put et 7 cents, by increasing it 
to 7 cents the price on "9" was 22% cents and the price of 
"om has come down from 22% cents to 16, 16% cents and the 
gasoline tax has stayed the same, so there has been no attempt, 


I think it is, to be quite feir about it, there has been no 
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attempt to keep up with the gasoline drops, in putting up 

the amount of the tax, as they dropped the price of wastes 

MR. NOLAN: Thet is not the suggestion, the 
suggestion is that the amount of the tax is practically 
equivalent to the amount of the reduction which has been made 


and you have just told us that. 


THE CH AT RMAN: So that the public gets nothing 
out of it? 

MR. FRAWLEY: Oh, well, I know out then ---- 
MR. NOLAN: We pay a 7 cent tax now and in 


the old days we paid none. 


MR. FRABLSY: In the old days. 

MR. NOLAN: dn the good old days. 

MR. FRAWL RY: Before 1922, do you go beck thet 
far? 

MR. NOLAN: We pey. 16 cents for 79". 

MR. FRAWLEY: SO? 

MR. NOLAN: And we used to pay 223, that is 


6+ cents. 


MR. GOTTLi: Yes, but when you were paying 223 


cents you also paid 7 cents on top of that. 


MRe NOLAN: We agree with that but the reduction 
in the price, in the tank wagon price of "Q" is 64 cents and 


the increase in the tax is 7 cents. 


MR. FRAWLEY: The increase from nothing to 7 cents. 
MR. NOLAN: Yese 
MAJOR LIPSETT?: But in fact Mr. Nolan now, in the 


Case of the farmer from 1932 his tax has been reduced from e 


cents to 1 cent. 


MR. NOLAN: On his rebate. 
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MAJOR LIPSSTT? Yes, 
MR. FRAWLEY: The rebate is another story. 
MR. HARVIZE? Exhibit "468", Mr. Chairmen, 


it is all in graph form and that gives the tank truck price 
plus the tax and Alberta Provincial Taxes from the year 

1925 to date and with the cent per gallon, that is all shown 
in Chart form. 

TH CHAT RMAN': whet page is that? 


MR, HARVIES: It is the second chart in this. 


( Go to Page 17,848 } 
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THE CHAIRMAN: Now whére is Mr. Miller's 


evidence, do you happen to know? You can give it to mé in 
the morning, Mr. Harvie? | 

MR.HARVIB: YeSe 

THE CHAIRMAN: Is there something in 
the book that Mr. Brownlee left? That is the Bxhibit right 


there. 

Mh. HARVIE: Page 262. 

THE CHAIRMAN: What exhibit number is 
that? 

MR. COTTLE: Exhibit "736". 

MR. FRAWLEY: You might put down in 


your notes, just for reference purposes, the Exhibit number 
of Mr. Blliott's memorandum on Gasoline Taxes. It is 

Beni bituses2i. 

THE CHAIRMAN: What would you think 
about eliminating this tax? 

MR. FRAWLEY: Eliminating it altogether? 

And substitute qa Sales Tax generally? 

THE CHALRMAN: Yes. Perhaps you have 
not given it theught, Mr. Frawl eye | 

MR. FRAWLEY? No, I have not given it 
any thought because - well no, I have note I suppose I 
have somewhat taken it for granted all the witnesses 
seemed to say it is an easy tax to collect, even with all 
the evasion that there seems to be, and they just suppose 
it will just go on and on like Tennyson's Brook and we 

will always have the ae ee taxe 

THE CHAIRMAN: They all complain bit- 
terly about it. 

MR. FRAWLEY: I mean Dr. Frey. Woll, 
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I do not know whether he seid much about it. Perhaps 


not. I thought he rather begged to be excused from much 


discussion. 
THE CHAIRMAN: I think so. 
WER. FRAWLEY: It is a road tax. As 


long as the money goes to keep up the highways..... 
THE CHAIR MN: I have not heard any 


suggestion of that. 


MR. FRAWLEY: What I say about that 
BEES p ye le 

THE CHAIRMAN: Would you earmark it? 
MR. FRAWLEY: Vell I think thet is 


very difficult because nobody has, as yet, done it. 

THE CHAIRMGN: well, but a Lot of people 
have suggested that it be done. 

MR. FRALEY: IT have heard it said in 
certain places that there is no need to earmark it, that 
more is spent on roads than is collected, so why earrark it? 
THE CHAIRMAN: That is one of the things 
we are taking the liberty of looking into. I have been 
concerned with this for a long time, and I have made it 
clear that I have. Because it seems to me When We are 
talking about what the public should pay for gasoline, 


that the gasoline consumer... 


MWR. CFRAWL EY: ‘Iho pays the tax. 
THE CHAIR MAN: And you find out what 


is the proportion: of the cost of a gallon of gasoline 

pe between the tax cn the product he is paying for, it 
makes one pause. | 
MR. FRAWLEY: That is why I gave you 


this. I might call it to your attention again, in these 
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three exhibits, the Calgary retail price breakdown is 
Exhibit "739", the Edmonton retail pride breakdown is 
Bxhibit nse" and the Red Deer retail price breskdown is 
Bxhibit "749", Those show that. Mr. Sottle worked vie 
the percentage. In Edmonton the gasoline tax is 25 081% 
of the price. In Calgary the Gasoline tax is 26.41% of 


the priee. In Red Deer the gasoline tax is 23.73% of 


the price. 

THE CHAIRMAN: it is, appalling, “is 
it not? 

MR. FRAWLEY: Compared to the 4% 


sales Tax we had some years ago, of course. 

MR. COMIISSION GR LIPSETT: find iff you relate it 
back to erude oil it is away over 100%. 

MR. FRAWLEY: In Calgary it is 26.41% 
of 26% cents. That is the tr tal gasoline price and that 
is all "GQ" of course. That is the total retail price on 
"2" products. In Galgary the price is 263 cents and the 
gasoline tax being 7 cents is 26.41%. 

MR. HARVIE: i can give you the 
reference to Mr. Miller's evidence, Mr .Shairman. His 
evidenee on the point is contained in Exhibit "468", 
whieh is the same exhibit as the graphs I referred to, 
on Page 3. 

THE CHALRMA W: ma Thank you. 

MR. FRAWLSY: Well, subject to what 
I may have to say about levelling out the taxes in the 
form of a general Sales Tax, I was prepared to go on now 
and discuss. the question of a Board, lire Chairman. 


THE CHAIRMAN: Yes, do you want to 
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start tonight? 

MR. FRAWIBY: No, I would rather 
begin in the morning, Mr.Chairman. 

THE CHAIRMAN: I think we all agree 


that would be a wise course. 


(At this stags the Hearing was adjourned until 10;00 A.ii. 
29th December 19349). 
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